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Life Can 


Be More Interesting 





for Your Friends 


Around the World 





=—with World Report 


If you were to ask your friends who live abroad what you could send them 
that would add most to the interest of their day-to-day living, they’d probably 
say: ““MAIL—more letters, more magazines.” 

And if they knew about World Report—the one American magazine which 
is written so it can be read with equal interest in New York, Shanghai, London, 
or Rio—we believe it would rate “tops” on their lists. Particularly if they have 
a business relationship with this country. 

For some of them, you'll probably want to enter gift subscriptions. But if 
your list is large, you'll be doing them almost as big a favor simply to let them 
know that such a magazine is being published. 

The best way to do that is to send them a sample copy—and with that 
thought in mind, many of our subscribers have asked us if they could have 
sample copies of World Report sent to lists of their friends in other countries. 
The answer is that such lists are wanted and welcomed by the Publishers. 

One of the things which has been the source of great satisfaction to us in 
publishing World Report, has been the enthusiasm with which the magazine has 
been received by those outside of the United States. Most of those readers— 
they make up 5% of World Report’s weekly audience—have come to us as a 
result of recommendations by our U. S. subscribers. 

When you send in your list, be sure to tell us whether you want us to use 
your name in sending the copy, or whether you prefer not. Please mark your 
list for the attention of the Subscription Manager. 








Hearings on possible cuts in U. S. tar- 
iffs are being held in Washington. Rep- 
resentatives of about 600 interested 
groups are expected to testify before the 
Tariff Commission, which is considering 
the changes preparatory to trade discus- 
sions in April with 18 countries. These 
are Australia, Belgium, Brazil, Canada, 
Chile, China, Cuba, Czechoslovakia, 
France, India, Lebanon, Luxembourg, 
the Netherlands, New Zealand, Norway, 
South Africa, Russia and the United 
Kingdom. The hearings will cover the 
Administration’s trade policy in general 
as well as specific tariffs. 
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Whisky shipments from Great Britain 
are being cut at least 10 per cent because 
of the small amount of grain made avail- 
able to distillers. Stocks of whisky have 
dropped from 150,000,000 gallons in 
1939 to 85,000,000 at present. 
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Canada has reopened immigration of- 
fices in three British and three Euro- 
pean cities. An estimated 100,000 Euro- 
peans and Britons will seek admission 
into Canada this year. The London office 
alone receives more than 100 applica- 
tions a day. It is expected that transpor- 
tation shortages will slow up the move- 
ment of those accepted as immigrants. 
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Sweden will have compulsory health 
insurance starting July 1, 1950. All citi- 
zens will be reimbursed for doctors’ fees. 
Working people will receive benefits for 
days lost because of sickness. Free hos- 
pitalization has been agreed on in prin- 
ciple. Wives and children of workers 
will receive extra benefits. 
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Oil storage tanks of the Royal Dutch- 
Shell at Rotterdam, destroyed by the 
Germans, are four fifths reconstructed 
and refining is back to the prewar level. 
Rotterdam has resumed its role of sup- 
plying oil products to Switzerland, 
Czechoslovakia and France. 
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Holland is looking for new sources of 
pine lumber to speed the construction of 
housing. Timber for building now is 
being imported into the Netherlands 
from Russia, Finland, Sweden, Poland 
and the Baltic States, none of which can 
increase their shipments. Holland built 
13,000 new residences in 1946 and hopes 
to build 28,000 this year if the material 
can be obtained. 
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China will need 250,000 tons of tele- 
phone equipment from abroad during 
the next five years to carry out the Gov- 
ernment’s plan to expand service. At the 
end of the period, the Government in- 
tends to have approximately 1,000,000 
miles of telephone lines, 460,000 tele- 
phones and 1,200 radiotelephone sets. 
It is estimated that the service will han- 
dle 500,000,000 domestic calls and 50,- 
000,000 long-distance calls a year. Two 
hundred thousand persons will be em- 
ployed under the expansion program. 
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Russia is teaching her technicians to 
use Western methods. Although the Gov- 
ernment is hiring engineers from Britain, 
the U.S. and other countries to build 
factories, it is training Russians to oper- 
ate them. During 1946, Russia purchased 
more than $125,000 worth of technical 
books from U. S. publishers. 
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Spain is considering the expansion of 
the asbestos industry. Extensive new de- 
posits of asbestos have been discovered 
in Catalonia. Four factories may be built 
to handle the production of the new 
fields, which are claimed to be among 
the best in Europe. 
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Finnish railway traffic between Hel- 
sinki and its port of Turku via Porkkala 
has been resumed with Russia’s permis- 
sion. Traffic up until now has been 
banned by the Soviet Union, which was 
granted the right to build a naval base 
at Porkkala in the treaty with Finland. 
Finnish sea traffic has been permitted to 
use again the Saimaa Canal, connecting 
Saimaa Lake with Viipuri on the Gulf 
of Finland. 
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India has decided to establish tariff 
barriers to protect her developing chem- 
ical industry. The existing tariff rate of 
36 per cent of value on calcium, chloride, 
photographic chemicals, bichromates, 
phosphates and phosphoric acid is being 
replaced by specific duties based on 
weight that will make tariffs higher. 
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Romania has passed a bill for national- 
ization of the National Bank of Romania, 
similar to the legislation socializing the 
Bank of England. The law provides for 
the compensation of shareholders. Man- 
agement of credit in the future is to be 
directly controlled by the Superior Eco- 
nomic Council of the Government. 
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HITCHCOCK’S 
Export Sales Catalogs 


To get your share of Latin American 
business use the methods which 
successful exporters emplo 


HITCHCOCK'S EXPORT SALES 


CATALOGS .. . Industrial . 
Agricultural and Construction edi- 
tions. Foreign buyers have been 
taught by training and experience 
to rely on comprehensive combined 
catalogs for their buying informa- 
tion. These catalogs are issued bi- 
ennially . .. thus have a life of at 
least two years. The Spanish vol- 
ume is distributed in Spanish speak- 
ing Latin America, Spain and her 
possessions while the Portuguese is 
distributed in Brazil, Portugal, Por- 
tuguese West and East Africa. 


SUPERVISED DISTRIBUTION 


Distribution of HITCHCOCK’S ExX- 
PORT SALES CATALOGS is per- 
sonally supervised by Hitchcock's 
own men who travel in the various 
countries to check every name on 
the circulation lists. This method is 
unique in the field of export publi- 
cations. Write for complete details. 
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HITCHCOCK PUBLISHING CO. 
540 South Dearborn Street 
CHICAGO 5, ILLINOIS 
Telephone Harrison 6040 
Other 
Hitchcock Publications 
2 WOOD WORKING DIGEST 
RESALE ... MACHINE 
TOOL BLUE BOOK 


JANUARY 21, 1947 « 1 





¢ 
4 
& 


PUBLISHING CO 














Europe faces many problems, but none more vital than the indus- 
trial recovery of those countries swept by war or entangled in war's 
far-reaching destruction and dislocations. World Report's editors have 
made a survey and analysis of the innumerable barriers in the way 
of European industrial economy and on page 18 give you the results 
of their study. The survey shows what inflation, nationalization, black 
markets, political instability and disruptions in international trade have 
done, and are doing, to Europe. The analysis charts the progress made 
in Europe’s strenuous efforts to get back to normal and points to the 
effects European economic affairs may well have on the world. 

e ~ om 

What is Russia doing in the Far East? Answers to that question will 
provide basic information on the impact of Soviet Russia's acts and 
policies on the world’s most populous regions for years to come. It’s 
a subject with many interesting and important facets, some of which 
already have been described in World Report. Others are to come. In 
this issue we have two highly interesting articles that provide telling 
clues to Russian objectives and what is being done to attain them. 

A Tokyo dispatch on page 22 tells of the methods Russia is using 
to exploit former Japanese territory and to strengthen her political and 
economic position in the Pacific. This report lifts the “iron curtain” 
on what's happening on Sakhalin Island, where the Red flag has re- 
placed the Rising Sun. You'll get the details of how the Russians are 
wooing the Japanese, settling Russian colonists and converting the 
Island’s wealth and man power into cogs in Russia's economic ma- 
chinery. 

A Report from Siberia on page 26 reveals some hitherto unknown 
facts on the “missing” Japanese armies that disappeared in Korea and 
Manchuria when Japan surrendered to General MacArthur aboard the 
U.S.S. Missouri in Tokyo Bay. Joseph Fromm, World Report’s Tokyo 
correspondent, got the story from the first Japanese prisoners of war 
to get home from Siberia. Thouands of their comrades still are digging 
coal and cutting timber in the Siberian wilderness to provide supplies 
vitally needed in Russia’s Five-Year Plan. 

* > * 

Thousands of Europeans are seeking new homes in the Western 
Hemisphere, dreaming of a new start in life. Many are refugees from 
political and racial persecution. Latin-American countries, seeking to 
expand industrially and to extend their agricultural production, want 
craftsmen and farmers. With the support of international organizations 
some of the American republics drafted ambitious plans to encourage 
immigration from Europe. Now, however, they are finding there are 
many problems involved, many obstacles in the way. Our dispatch on 
page 16 gives you the story. 


“She Editors of “World Report” 














Here's a Handy Way To Subscribe! 


WORLD REPORT 
1253 24th St., N.W., Washington 7, D.C. 


Please enter my subscription to World Report for one year and send bill 
to me. (U.S., its Possessions, Central arid South America, $4; Canada & 
Other Countries, $5.) 


Name 





Address 





City State 

















2 ¢ JANUARY 21, 1947 cto 4 


WORLD REPORT 


Reg. Appd. for U. 8. Pat. Of. 
Published Weekly 
at 24th & N Sss., Washington 7, D. C, 















































Lloyd Lehrbas Executive Editor 
Russell Willson , Associate Editor 
Howard Flieger General News Editor 
Charles Foltz, Jr European Editor 
Charies H. Kline Far Eastern Editor 
Clark H. Galloway Pan American Editor 
John R. Fi U. S. Editor 
William H. Riebold News-Desk Editor 
CHIEFS OF BUREAUS 
London Edwin J. Drechsel 
Berlin Thomas Hawkins 
Rome John W. Mowinckel 
Tokyo Joseph Fromm 
Nanking Frank Rounds, Jr. 
Buenos Aires Bernard S. Redmont 
NEWS STAFF 


George Bookman, F. K. Dashiell, Luther A. Dawson, 
Harvey S. Ford, Edward F. Hall, Frank Hewlett, Wil- 
Kinney, Lyman B. Kirk atrick, Robert Kleiman, 
William H. Lowe, Thomas R. Nickels, Frank V. Norall, 
Ben A. Thirkield, Delmege Trimble. 
New York: Paul Wohl, San Francisco: Miller Holland. 
ECONOMIC STAFF 
Charles Schwarz, Kurt S. Lachmann, Perry K. Sellon 


ART DEPARTMENT 


Abril Lamarque, Art Director 
Jos. A. Taddeo C. Miller McLaughlin Ernest Beavin 


2 at DEPARTMENT 


Hee 





oe a a Advertising Manager 
30 Rockefeller tema, New York 20, N.Y: Tel. ony | na 
ee RE ie Western Manager 


180 N. Michigan Ave., Chicago 1, Ill. Tel. Readeieh 5460 


PRODUCTION OFFICE 
FEST me NON ET Manager 
350 Dennison Avenue, Dayton 1, Ohio. Tel. Hemlock 7611 





Published weekly at Washington, D. C., by United States 
News Publishing Corporation, David Lawrence, Presi- 
dent; Daniel W. Ashley, Publisher; H. L. Behlke, Direc- 
tor of Advertising; Chet Bokelund, National Advertisin 
Manager: Norman O. Mick, Associate Director of A 


vertising. Business De ent: Anthony R. Gould, Busi- 


ness anager: Ww. Spurgeon, Circulation "Man- 
ager. Editorial and Executive Offices, The United States 
News Building, 24th and N Streets, Washington 7, 

. C. Subscription rates delivered prepaid to U.S., its 
possessions, and Central & South America, $4 for one 
year, $5 for 18 months, $6 for two years, "$8 for three 
years (Canada and other foreign countries additional 
postage $1 a year). Entered as second-class matter at the 
~~ office, Washington, D. C. Copyright 1947 by United 


tates News Publishing Corporation. Rights reserved: 


under Pan American Copyright Convention and Inter- 
national Copyright Convention. 


The cover and entire contents of World Report are fully 
protected by copyrights in the United States and in for- 
eign countries and must not be reproduced in any man- 
ner without written permission. 


All communications relating to news or editorial matters 
or subscriptions should be addressed to the Executive 
offices, 24th and N Streets, N. W., Washington 7, D. C. 
Tel. District 2900. 





CONTENTS 
World Dispatch: 
Marshall for Firm U.S. Policy — 
Argentina To Build Own Scot Industry. Lisson 7 
British Labor Tries Slowdown.....................- ~ 





Yugoslavs To Dictate Albania’s Economy....10 
New Unrest in Indonesia Holds Back Oil....11 
British Coal Supply Below Danger Level....12 
Hatred for U.S. Unites Chiang’s Foes.......... 14 
Latin Americans Modify Refugee Plans......16 


Europe’s Recovery Begins To Sag.......... — 
Britain Hits Snags in Atom Program............ 20 
Beer Demands Stump British Officials..........21 


Russian Industry Booming in Karafuto........22 
Price-Wage Dilemma Confronts Bolivia......28 
Worldgraph: Housing Lag in Britain, U. S.....24 























Report from Siberia.......................+ 26 
European Nations Count on Wine Exports......29 
Profits of U.S. Air Lines Cut poeese IO 
Photo Report: Why France Wants Saat.......... 32 
World Personalities 37 
Life Around the World 39 
World Commerce and Industry Al 
World Texts 43 
Intercepts 48 


COVER: Secretary of State George C. Marshall; see 
pages 5 and 37. (Kodachrome ‘Tseen International.) 


* ee ye < 
apes | 


Ln) 
™ 


ee i ae) 
e. 4 
—— : 








ee 











ee ee ee 











~ 
AD aD a) 
ie 


ee ee 
( TA A SSS 
\9 aN YON 


ragram 


QU 





FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of January 21, 1947 
Volume 2, No. 3 


General Marshall is to develop, not liquidate, U.S. policies he inherits. 
U.S. leadership in world affairs is to be positive and fully organized. 
U.S. interests are to be evaluated carefully and defined with precision. 
Diplomacy is to be a combined operation, planned on a world-wide basis. 
Idea held by Marshall is to run his job, not to let the job run him. Stress 
is to be put on tidy housekeeping, on the advantages of an. orderly workshop. He 
hopes to apply military experience without the extremes of military discipline. 





In this situation, the basic attitude of the U.S. is unchanged..... 

United Nations is to be supported and built up as peace-keeping machinery. 

Europe, hereafter,, in peace as well as in war, is a direct U.S. concern. 

Atomic secrets are not to be.disclosed without satisfactory safeguards. 

Disarmament is to be coupled with an assured system of arms inspection. 

In other words, one lesson impressed on the U.S. by international history, 
from the foundation of the League of Nations to the surrender of Japan, is that 
policy must at all stages be related to power. General Marshall's own problem of 
reconstructing the flimsy defenses of the U.S. six years ago is an example. 





The outlook on more immediate questions is this..... 

Russia is felt to have more to gain than lose by co-operating with U.S. 

Russian relations, improving recently, are likely to get better gradually. 

Russia's rebuilding increasingly requires assistance from outside. 

U.S. has the supplies, the machinery and the credits that Russia wants. 

Russian needs could be filled from Germany only if U.S.-Britain consented. 

In short, Marshall as Secretary of State finds himself with better cards to 
play in bargaining with Russia than he may have expected. The industry held by 
Britain and the U.S. in Germany's Ruhr now is recognized as the one source on 
the European Continent that could provide heavy goods in volume. An alternative 
would be a U.S. loan to Russia. 


In other fields, Marshall's approach indicates.<¢... 

Economic policies, authored by Hull and Clayton, are to be continued. 

U.S. efforts still will be exerted for lower trade barriers. | 

Reciprocal trade pacts will go forward, subject to Republican approval. 

The new Secretary of State is not a specialist on economic affairs; his in- 
clination will be to rely upon advice and support from Undersecretary Clayton. 
You get the perspective of General Marshall's ideas in a dispatch on page 5 and 
a sketch of his less well-known personality on page 37. 











(over) 
(No part of this or any other page may be reproduced without written permisston) ‘ 











Europe faces many problems, but none more vital than the indus- 
trial recovery of those countries swept by war or entangled in war's 
far-reaching destruction and dislocations. World Report's editors have 
made a survey and analysis of the innumerable barriers in the way 
of European industrial economy and on page 18 give you the results 
of their study. The survey shows what inflation, nationalization, black 
markets, political instability and disruptions in international trade have 
done, and are doing, to Europe. The analysis charts the progress made 
in Europe’s strenuous efforts to get back to normal and points to the 
effects European economic affairs may well have on the world. 

* * * 

What is Russia doing in the Far East? Answers to that question will 
provide basic information on the impact of Soviet Russia’s acts and 
policies on the world’s most populous regions for years to come. It’s 
a subject with many interesting and important facets, some of which 
already have been described in World Report. Others are to come. In 
this issue we have two highly interesting articles that provide telling 
clues to Russian objectives and what is being done to attain them. 

A Tokyo dispatch on page 22 tells of the methods Russia is using 
to exploit former Japanese territory and to strengthen her political and 
economic position in the Pacific. This report lifts the “iron curtain” 
on what’s happening on Sakhalin Island, where the Red flag has re- 
placed the Rising Sun. You'll get the details of how the Russians are 
wooing the Japanese, settling Russian colonists and converting the 
Island’s wealth and man power into cogs in Russia's economic ma- 
chinery. 

A Report from Siberia on page 26 reveals some hitherto unknown 
facts on the “missing” Japanese armies that disappeared in Korea and 
Manchuria when Japan surrendered to General MacArthur aboard the 
U.S.S. Missouri in Tokyo Bay. Joseph Fromm, World Report's Tokyo 
correspondent, got the story from the first Japanese prisoners of war 
to get home from Siberia. Thouands of their comrades still are digging 
coal and cutting timber in the Siberian wilderness to provide supplies 
vitally needed in Russia’s Five-Year Plan. 

* * = 

Thousands of Europeans are seeking new homes in the Western 
Hemisphere, dreaming of a new start in life. Many are refugees from 
political and racial persecution. Latin-American countries, seeking to 
expand industrially and to extend their agricultural production, want 
craftsmen and farmers. With the support of international organizations 
some of the American republics drafted ambitious plans to encourage 
immigration from Europe. Now, however, they are finding there are 
many problems involved, many obstacles in the way. Our dispatch on 
page 16 gives you the story. 


“She Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of January 21, 1947 
Volume 2, No. 3S 


General Marshall is to develop, not liquidate, U.S. policies he inherits. 
U.S. leadership in world affairs is to be positive and fully organized. 
U.S. interests are to be evaluated carefully and defined with precision. 
Diplomacy is to be a combined operation, planned on a world-wide basis. 
Idea held by Marshall is to run his job, not to let the job run him. Stress 
is to be put on tidy housekeeping, on the advantages of an. orderly workshop. He 
hopes to apply military experience without the extremes of military discipline. 





In this situation, the basic attitude of the U.S. is unchanged..... 

United Nations is to be Supported and built up as peace-keeping machinery. 

Europe, hereafter,.in peace as well as in war, is a direct U.S. concern. 

Atomic secrets are not to be disclosed without satisfactory safeguards. 

Disarmament is to be coupled with an assured system of arms inspection. 

In other words, one lesson impressed on the U.S. by international history, 
from the foundation of the League of Nations to the surrender of Japan, is that 
policy must at all stages be related to power. General Marshall's own problem of 
reconstructing the flimsy defenses of the U.S. six years ago is an example. 








The outlook on more immediate questions is this..... 

Russia is felt to have more to gain than lose by co-operating with U.S. 

Russian relations, improving recently, are likely to get better gradually. 

Russia's rebuilding increasingly requires assistance from outside. 

U.S. has the supplies, the machinery and the credits that Russia wants. 

Russian needs could be filled from Germany only if U.S.-Britain consented. 

In short, Marshall as Secretary of State finds himself with better cards to 
play in bargaining with Russia than he may have expected. The industry held by 
Britain and the U.S. in Germany's Ruhr now is recognized as the one source on 
the European Continent that could provide heavy goods in volume. An alternative 
would be a U.S. loan to Russia. 





In other fields, Marshall's approach indicateS.¢... 

Economic policies, authored by Hull and Clayton, are to be continued. 

U.S. efforts still will be exerted for lower trade barriers. | 

Reciprocal trade pacts will go forward, subject to Republican approval. 

The new Secretary of State is not a specialist on economic affairs; his in- 
clination will be to rely upon advice and support from Undersecretary Clayton. 
You get the perspective of General Marshall's ideas in a dispatch on page 5 and 
a sketch of his less well-known personality on page 57. 
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WORLDGRAM-~ (Continued) 


While the U.S. changes personnel, Britain is courting Russia..... 

Visit of Montgomery, No. 1 commander, to Moscow is linked with a fresh 
trend in Britain to improve her relations with Russia. | 

Bevin's gestures are being made with an eye to his domestic opposition. 

Organized critics of Bevin, within his own Labor Party, cling to their idea 
that the U.S., despite contrary evidence, is going to run into a4 boom and a bust. 

Bevin's opponents foresee a U.S. depression causing Americans to balk at 
the high cost of attempted world leadership, leaving Britain exposed. 

Concession to Bevin's hecklers only partly explains British sentiment. 

Actually, at the core of the Labor Party there are strong elements, who are 
less worried by the economic outlook in the U.S. than the immediate high cost of 
military preparedness in Britain. Unless Russia and Britain are more friendly, 
they say, Britain will try to maintain a military establishment she can't afford. 
Already defense commitments abroad are proving a strain at home. 

















New information on Europe's industries is coming to light.ceecec 

Steel output in Western Europe is estimated at three fourths of prewar. 

German mills are turning out about one sixth of their peacetime steel. 

Worker efficiency is only three fourths of prewar in many cases. 

In general, lack of confidence and a shortage of labor are major factors. 
It now turns out that disruption of normal life is proving much harder to over- 
come than the physical destruction of the war. You get this story on page 18. 











Taxes are to go up in Eastern Europe when supplies end from UNRRA. Reason 
is that free shipments were sold, with proceeds intended to aid reconstruction. 
Yugoslavia may realize as high as a third of her revenue from UNRRA sales. 
Czechoslovakia expects UNRRA sales to account for a fifth of her revenue. 
Italy also got 21 per cent of 1946 revenue from sales of UNRRA supplies. 











In Asia, a need for rice is putting pressure again on tiny Siam..... 

Crops are showing fair yields in Siam, but fall far below. requirements. 

Chinese merchants cling to their rice hoards, want cloth instead. of money. 

Siam's Government lacks machinery to collect rice or control consumption. 

Dilemma over rice really is tied to a clash of British and U.S. interests. 

In the scramble in Siam, still going on, Britain is determined to exploit 
her hold on Siamese trade, to have a key share in Siamese affairs. U.S. is after 
"open door" trade in Siam. New pressure by Britain, exerted from Singapore, is 
an effort to show her predominance in Siam, her right to preferential treatment 
in the supply of rice for British subjects in nearby Malaya and Ceylon. 














Stocktaking related to South America suggests this..... 

Chile, in a tight situation, is likely to ratify her trade treaty soon with 
Argentina, to accept difficult terms in order to get fats and edible oils. 

Bolivia is finding that a new Government is not a pat answer to her task of 
keeping her tin miners satisfied. You get an analysis of this on page 28. 

Uruguay is enjoying fairly stable conditions, but prices still rise. 

Peru is having monetary difficulties and internal political quarrels. 

Brazil shows few signs of controlling her extreme price inflation. It is 
increasingly probable that Brazil will have to undergo a sharp readjustment be= 
fore wages and prices can be brought back into some kind of balance. 
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NAMING OF MARSHALL STRESSES 
FIRMNESS OF U.S. AIMS ABROAD 


Getting along with Russia, drawing 
up German peace treaty will be top 
problems of new Secretary of State 


The United States is telling the 
world, as emphatically as possible, what 
American policy abroad is to be through- 
out 1947 and thereafter. 

The U. S. is to stay in Europe and 
the Far East until the aftermath of 
World War II is cleared up..: 

The atom bomb is to remain an 
American secret until Russia agrees to 
those international controls which the 
U.S. considers indispensable. 

Patience, but unmistakable firm- 
ness, are to mark the policy toward Rus- 
sia. Soviet aggression, whether directly or 
through Communist sympathizers, is to 
be opposed at any point that endangers 
U. S. interests. 

The U.S. will argue for a peace 
with Germany and Japan that gives the 
people hope for the future but denies 
them the power to make war. 

America will support the United 
Nations unreservedly, but keep her 
powder dry. 

These are outstanding planks in Amer- 
ica’s international platform. They have 
been nailed down by the appointment of 
General of the Army George C. Marshall 
as U.S. Secretary of State to succeed 
James F. Byrnes. The nails have been 
driven in deeper, by the action of a Re- 
publican Senate in confirming Marshall's 
appointment unanimously. 

It was the suddenness of the Byrnes- 
Marshall shift that startled the world. 
There had been no clear hints in advance. 
Observers overseas automatically as- 
sumed that so abrupt a switch must mean 
a dramatic change in U.S. policy. 

Actually, the substitution of Marshall 
for Byrnes was a dramatic way of inform- 
ing other nations that the U.S. intends 
to play its role as a world power without 
interruption or change. 

@ Reasoning behind the shift was sim- 
ple. President Truman knew months ago 


that Secretary Byrnes wanted to resign, 
for reasons of health. The Byrnes poli- 
cies, meanwhile, were getting results 
abroad and approval at home. A suc- 
cessor to Byrnes would have to look at 
American interests abroad in much the 
same way, pursue about the same 
policies. 

Truman wasted no time looking for 
a man whose views on U.S. policy were 
unknown, critical or uncertain. He knew 
where Marshall stood. He admired the 
Genéral and thought the American peo- 
ple did too. Marshall could be counted 
on to carry on where Byrnes left off, and 
without a hitch. The American public 
would know at once that U.S. policy 
abroad was not to change in any funda- 
mental way. People of other nations 
would discover it soon. 
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A CHANGE OF OCCUPANT 
But no change of direction 


qj First reactions from overseas re- 
flected bewilderment. Diplomats who had 
worked with Byrnes had come to know 
how his mind functioned. They were not 
sure how Marshall would operate. 
Moscow, of all the capitals, maintained 
silence longest. Whatever the Russian 
press or radio said would be construed 
as the opinion of the Government. Yet 
appointment of a military man as Sec- 
retary of State in the nation that had the 
atomic bomb inevitably would be a sub- 
ject of discussion in the Kremlin. 
London’s press brought the military 
angle out into the open, but for a dif- 
ferent reason. Britons close to the 
Foreign Office and to former Prime Minis- 
ter Winston Churchill remembered how 
Marshall, as U.S. Chief of Staff during 
the war, insisted on invasion of France 
when Churchill, for political reasons, 
argued for a second front in the Balkans. 
London comment seemed to reflect a fear 
that Marshall might not always agree 
with the British on political matters. 
What diplomats and observers abroad 
were overlooking, however, was that 


_ Truman has signaled for a forward pass 


from Byrnes to Marshall, towards the 
same goal. : 

@ The United States, this means, is not 
pulling out of Europe or Asia as it did 
after World War I. Secretary of State 
Marshall, like Secretary Byrnes before 
him, is to spend long months negotiating 
peace treaties abroad. The attempt is to 
lay down peace terms that will permit 
political and economic recovery in Europe 
and Asia, and reduce America’s bill for 
military occupation and relief. Further 
purpose, in which the U. S. stake is large, 
is to write the peace treaties to prevent 
future aggression and war. 

@ The United Nations will have U.S. 
support in the attempt to maintain the 
peace after the treaties have been signed. 
Limitations of a U. N. police force in pa- 
trolling trouble spots around the world 
will be evident to Marshall, as a military 
expert, but there is no prospect that pres- 
ent policies of full co-operation with the 
U.N. are to change. 

@ Atomic controls operated by an in- 
ternational authority remain a United 
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States policy. As Chief of Staff, Marshall 
had a share in the development of the 
atomic bomb and in its use on Japan. 
He can be expected to insist that the de- 
tails of inspection, control and punish- 
ment by a world agency be worked out 
thoroughly and agreed to before the U. S. 
shares the secret with others. 

General disarmament is likewise a 
U.S. objective. However, the U.S. does 
not intend to disarm ahead of every- 
body else. Spokesmen for the United 
States voted for the disarmament resolu- 
tion in the United Nations General As- 
sembly and are now arguing with Rus- 
sian representatives on the Security 
Council on how to achieve it. General 
Marshall, having built an American Army 
from scratch early in World War II, is 
familiar with the difficulty of rearming 
a nation that has gone in for unilateral 
disarmament. 


qj] Getting along with Russia is to be 


Marshall's top problem as it was Byrnes’s. 
This touches most questions that’ come 
before the U.N., from the atomic bomb 
and general disarmament to U. S. bases in 
the Pacific and funds for relief abroad. 
Success in drawing up peace terms for 
Germany, Austria and Japan turns on 
agreement between Moscow and Wash- 
ington more than anything else. Conflicts 
of interest between the two most power- 
ful nations exist, either openly or below 
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the surface, in China, in the Balkans and 
the Middle East, perhaps elsewhere. 

The U.S. policy is to continue to be 
one of firmness and patience toward Rus- 
sia. Byrnes discovered that such a policy 
got Soviet agreement in 1946 whereas 
policies of appeasement in 1945 resulted 
in Russian demands for more concessions 
at the expense of the Western powers. 

The Marshall tactics m carrying on a 

policy of firmness may differ from the 
methods Byrnes used, but Washington 
officials who know Marshall do not look 
for any difference in aim. 
@ Toward former enemies the U. S. in- 
tention is to re-establish them as peaceful 
nations and self-supporting, as rapidly 
as possible. 

The problem is to rebuild these coun- 
tries’ economies without rebuilding their 
war machines. A second problem, of 
equal importance in the eyes of U.S. 
officials, is to prevent a new Germany or 
Japan from coming under the control of 
any other power, particularly Soviet Rus- 
sia. Marshall is likely to examine pro- 
posals in the peace treaties with both of 
these considerations in mind. 

@ Toward other nations U.S. policies 
and intentions line up as follows: 

Relations with Britain are to continue 
close but not always as close as some 
British diplomats would wish. Anglo- 
American co-operation is not to extend to 
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the point of pulling British chestnuts out 
of the fire. 

In Latin America, the United States 
is to press for full co-operation, including 
inter-American agreements on defense. 
Here, as elsewhere, the requirements of 
American security are to loom largest in 
Marshall's appraisal. 

In China, U.S. policy takes the form 

of qualified and uncomfortable support 
of Chiang Kai-shek. 
@ Marshall’s success in his new post is 
to depend on how well he meets prob- 
lems inside America as well as those out- 
side. 

Bipartisan support of U.S. policy 
abroad, though dramatically employed to 
confirm Marshall as Secretary. of State, 
is not automatic. Talk of Marshall as a 
potential candidate for the Presidency on 
the Democratic ticket in 1948 is to strain 
Republican willingness to co-operate on 
matters abroad. 

Administration of the State Depart- 
ment confronts Marshall with an accu- 
mulation of problems Secretary Byrnes 
found troublesome. Difficulties in reor- 
ganization and _ policy co-ordination 
abound. 

Marshall’s primary job, however, will 
be to carry out U. S. policies that already 
have been laid down. Methods and tac- 
tics may change under the new Secretary, 


but present policies are to continue. 
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ARGENTINA TO BUILD 
OWN STEEL INDUSTRY 


Peron Government intends to end 
nation’s dependence on imports, 
except for needed raw materials 


Reported from 
BUENOS AIRES 


Argentina is getting set to declare 
her independence of steel imports from 
the United States and Europe. The Ar- 
gentine Government, aided by U.S. 
technicians, is to build a plant whose 
eventual output is set at 1,000,000 tons 
of steel annually. 

The project is intended to expand 
Argentine industry and make it more 
nearly self-sufficient. The plant will part- 
ly bridge one of the biggest gaps in Ar- 
gentina’s economy. But it will not span 
the gap completely, because it will have 
to import its raw materials. And, be- 
cause of its high costs, it is expected to 
be a drain on the Government's Treasury. 

The steel plant is one of the major 

projects in the Five-Year Plan of Presi- 
dent Juan D. Peroén. This plan, now going 
into full operation, is designed to build 
a strong economy under close control of 
the Government. 
@ A mixed corporation will own and 
operate the plant. Private steel com- 
panies in Argentina will furnish 10 per 
cent of the initial capital of $25,000,000. 
The Office of Arms Production, of the 
Ministry of War, will provide the remain- 
ing 90 per cent and will exercise full 
control. The Government will guarantee 
private shareholders an annual return of 
4 per cent. 

Only outside interest involved in the 

project is Armco Argentina, the local 
affiliate of the American Rolling Mills 
Company. Armco Argentina, in addition 
to owning a small block of stock, will 
purchase and install U.S. equipment, 
build the plant and share technical re- 
sponsibility for its operation. 
@ “The plant, to be located between 
Buenos Aires and Rosario, will take 
from three to five years to build,” Bernard 
S. Redmont, staff correspondent of 
World Report, says in a dispatch. from 
Buenos Aires. 


“It will produce steel blooms and in-— 


gots from pig iron to be smelted on the 


spot. There will be a complete rolling 
mill to turn out sheets and sections. Fin- 
ished steel production, with the excep- 
tion of factories making arms and tanks, 
is in private hands and will so remain, 
except for some new mixed corporations 
that are to be formed.” 

@ Raw materials must be imported be- 
cause Argentina is deficient in them. 

Iron ore is expected to come prin- 
cipally from Chile and Brazil, although 
some may be bought in other countries. 
Scrap, too, will be shipped in. 

Coal may come at first from the Union 

of South Africa, where Argentina already 
is getting coal in exchange for corn. But 
South Africa may not be able to meet 
Argentina's increased demand. Coal from 
Peru and Chile will be available, but 
there is some question as to its suitabil- 
ity. So Argentina eventually may have 
to get part of her coal from the U.S. 
and Europe. 
@ Production will be 300,000 tons an- 
nually at first, Redmont reports. The goal 
is 1,000,000 tons a year at the end of 10 
years, but Argentine officials believe 
this figure will be attained ahead of 
schedule. 

Costs are expected to be high because 

of difficulty in obtaining raw materials 
and the expense of shipping them in. 
Chile and Brazil, now engaged in build- 
ing steel industries of their own, may not 
be able to spare enough iron ore, so 
Argentina may have to shop around in 
more distant countries. 
@ A ready market at home for the en- 
tire output will be awaiting the new plant. 
Present requirements of the Argentine 
steel industry are 600,000 to 800,000 
tons annually. About 150,000 tons are 
produced locally. In normal times the 
excess comes from the U.S. and from 
Belgium, France, Luxembourg and other 
European countries. 

Existing industries, anticipating a do- 
mestic supply of steel, are planning to 


expand. Acindar, of Rosario, which turns 
out about 12,000 tons of finished prod- 
ucts a year, is preparing to build a pipe 
mill that will increase its output by about 
18,000 tons. La Cantabrica, S. A., largest 
rolling mill in Argentina, plans to increase 
its capacity and modernize its plant. It 
now has buyers in England to get new 
equipment. 

New industries to turn out finished 
articles of steel will build up even more 
the market for the output of the Govern- 
ment’s plant. Argentine officials estimate 
that $125,000,000, mostly in private cap- 
ital, will be invested in these industries. 
In addition to items of the kind now pro- 
duced in Argentina, the new industries 
may undertake to, build locomotives and 
equipment for power plants. 

Prices will be those prevailing in the 
world market. To offset the difference be- 
tween production costs in Argentina and 
those abroad, the Government will grant 
the new plant a preferential rate of ex- 
change and will admit its equipment and 
raw materials free of duty. A Government 
subsidy will make up the remaining dif- 
ference between costs and selling prices. 

Some experts question the soundness of 
the project. Argentine officials believe the 
Government may have to put up $22,- 
500,000 in subsidies during the first 10 
years of operation. But Argentina has 
money and the determination to produce 
her own steel. Countries that heretofore 
have furnished steel to Argentina, thus, 
are to lose that market, except for special 
types and products. Other countries are to 
gain a market for exports of raw materials 
that go into steel. 
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STEEL IN BUENOS AIRES 
The War Ministry will make its own 
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BRITISH LABOR TRIES SLOWDOWNS 
IN ‘WILDCAT’ DRIVE FOR HIGHER PAY 


Government fights industrial losses 
with plan to make wage increases 
dependent upon production gains 


Reported from 
LONDON 


Slowdowns and “wildcat” strikes 
are forcing Britain's Labor Government 
to try to peg wages to production. 

Britain’s Socialists are asking 
unions to agree that workers should get 
more money only if they produce more 
goods. Agreement between Government 
and labor leaders on this principle is to 
be expected. The problem is to persuade 
the rank and file of workers to go along. 

The temper of British workers has 
become a matter of real concern to the. 
Cabinet. A decision to use the Army to 
replace striking truck drivers who tied up 
London’s food distribution had to be 
canceled because other unions threat- 
ened to go out if the troops intervened. 

Statistics suggest that strikes are far 
less damaging to production in Britain 
than they have been in the U.S., Italy 
and Japan. 

Britain lost only 1,970,000 man days 


i ae gS NO, 


A BOTTLENECK IN THE ROUNDHOUSE 


due to strikes in the first 10 months of 
last year. The U.S., in the same period, 
lost 102,525,000 man days. But statistics 
do not tell the whole story. 

Fact is that workers are responsible 
for another drain on British production 
that does not show in strike figures. 

@ Slowdowns, relatively new to Britain, 

are being tried by British labor in defi- 
ance of orders from the national unions. 
Workers using slowdown tactics con- 
tinue to draw pay and are not listed as 
strikers. They simply loaf on the job. 
But the losses to industrial production 
are real. 

A recent slowdown in the locomotive 
repair shops of one railroad led to trans- 
port delays throughout a busy industrial 
area. Locomotives could not be found to 
haul coal to textile plants whose stocks 
were dwindling. Daily output dropped in 
many industries in the affected region. 


oa. 





The British version of the slowdown 
differs from similar movements in the 
U.S. in that leaders of local unions in 
Britain freely admit they are deliberately 
holding down production until they get 
what they want. In the U. S. union lead- 
ers in the factories deny responsibility 
for slowdowns and leave the burden of 
proof up to management. 

Origin of the slowdown in Britain is 
in the Essential Work Orders, which 
froze employes in their jobs during the 
war. As these regulatiors were carried 
over into the peace in order to help main- 
tain production, workers adopted the 
slowdown in an effort to get pay increases 
without violating the orders. 

Now that the Work Orders have been 
lifted from all but dock workers, builders 
and civil engineers, the slowdown move- 
ment persists as a method of pressing 
for higher wages while getting full pay. 

The result is losses to production which 
national leaders of the unions condemn, 
but which they are unable to halt com- 
pletely. 

One scheme for settlement of slow- 
downs came out of a recent conflict in 
the yards and stations of the Great West- 
ern Railway. A slowdown spread from 
London to Manchester. Freight handlers 





—British Combine 


Slowdowns by British railroad workers have held up commerce and tied up industries 
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demanding higher wages idled more than 
they worked. 

Loaded freight cars jammed the sid- 
ings; transport was held up for lack of 
empty cars. London’s Paddington Station 
was immobilized. 

The National Union of Railwaymen 
promptly condemned the movement, but 
it persisted. Finally, the national union 
ordered all members of the Paddington 
Station local suspended from union bene- 
fits. Within four days work returned to 
normal and wage demands were sub- 
mitted to arbitration. 

The danger to unions in such methods 
is that discontent among the rank and 
file and among local leaders may lead to 
“break-away movements; that smaller 
unions may be formed to compete with 
the Trades Union Congress. 

The TUC, which now controls most of 

Britain’s 8,000,000 union members, is 
out to get all workers into its affiliated 
organizations. It therefore is tinlikely, 
under present conditions, to sponsor 
withdrawal of union benefits from all 
slowdown movements. 
@ Work stoppages, as distinct from 
slowdowns, showed a considerable re- 
duction in November, when only 131,000 
man days were lost as against 238,000 
man days dropped the previous month. 
At present, however, there are signs that 
this improvement may not continue 
through 1947 unless wages can be tied 
successfully to production. 

Wage-hour disputes cause some 
strikers to defy union orders. In Wales, 
a walkout of 7,000 bus drivers seeking 
higher pay forced coal miners to walk 
to work. Some miners stayed home. Be- 
fore the busmen went back to work the 
loss in coal production amounted to 
20,000 tons, 

Other causes of work stoppages are 
many. Edwin J. Drechsel, staff corres- 


pondent of World Report says in a dis- 
patch from London: 

“Some workers feel that some union 
leaders are insufficiently aggressive in 
pushing their demands. Others are joining 
‘wildcat’ strikes due to a feeling that 
employers are using delaying tactics in 
meeting their demands. 

“The move to obtain 100 per cent 
union membership among _ industrial 
workers also is rising from the rank and 
file. Workers in some cases are striking 
to show their dissatisfaction in seeing 
nonunionists get the same benefits as 
unionists. Other workers, allied with the 
Trades Union Congress, quit work be- 
cause unions outside the Congress are 
getting the same bargaining rights. 

“The worst stoppages affect engineer- 
ing, coal, metals, shipbuilding and trans- 
port. Transport strikes are interfering 
with Britain’s already meager rations. 
Every ‘dock, market or transport strike 
means food supplies are held up. With 
stocks at a minimum and many perish- 
ables left to spoil, every stoppage hits 
British stomachs.” 

@ The conflict between unions and man- 
agement is being narrowed. 

A guaranteed week is what unions are 
asking. They want employers to promise 
a shorter work week, but with guaranteed 
weekly pay. 

Guaranteed work is desired by man- 
agemnent and Government alike. Union 
leaders understand the demand, for 
Britain is short of workers to meet pro- 
duction and export goals necessary to 
get the country back to a prewar stand- 
ard of living. 

A limited compromise, applying only 
to nationalized industries, guarantees full 
pay to miners reporting for work, with 
partial pay guarantees for workers in 
other fields under Government manage- 
ment. This compromise may be extended 





NO MAN-POWER SHORTAGE HERE 
Workers want more leisure, but merry-go-rounds turn out no exports 


to the 80 per cent of British industry that 
is to remain under private ownership and 
direction. 

@ What is lacking is an agreement that 
has enough appeal to workers to cut 
down the loss to industry through slow- 
downs, work stoppages and absenteeism. 

In an effort toward this end, the Gov- 
ernment has asked the National Joint 
Advisory Council, on which labor and 
management are represented, to approve 
a plan making wage increases contingent 
on production increases. Next step is to 
consult the unions. What workers are 
asked to accept is this: 

The Government offers to guarantee 
the continuance of food subsidies that 
have kept Britain’s cost of living on a 
steady level for six years. Some reductions 
may be asked in the- $1,600,000,000 
spent for this purpose last year, but the 
principal subsidies will be maintained. 

Labor unions are asked to forego gen- 
eral demands for wage increases, but, as 
an incentive, may apply for higher pay 
if they can show big increases in output. 

Exceptions are to be made for coal, 

iron and steel, cotton, wool and agricul- 
ture. Better pay is to be offered in these 
industries to attract workers. 
@ Over-all purpose of the experiment, 
which is to be outlined in its final form 
when the House of Commons reconvenes 
January 21, is to hold down the cost of 
making exports in order to leave a profit 
margin against world prices. These profits 
are to go back into Britain to finance 
more exports and to raise the standard 
of living for British workers. 

Success depends on the ability of Brit- 
ain’s Government and union leaders to 
convince the workers that production is 
their surest road to better living. If the 
worker is not convinced, slowdowns, 
strikes and absenteeism will continue to 
threaten Britain’s future. 
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HEADMAN FOR HEADACHES 
Minister of Labor George Isaacs 
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YUGOSLAVIA TO DICTATE 
ECONOMY OF ALBANIA 








Treaty establishing customs union 
and equalizing currencies paves 
way for political union of nations 


Yugoslavia is preparing the eco- 
nomic annexation of Albania. The two 
countries have signed an economic pact 
of far-reaching proportions that will 
make Albania virtually a province - of 
Yugoslavia and may point the way to a 
Russian-sponsored federation of Balkan 
states. — 

The new treaty makes Marshal 
Tito’s Government a partner in every 
important branch of the Albanian econ- 
omy and places the future development 
of the strategic area firmly in the hands 
of Yugoslavia. By establishing a customs 
union of the two countries and equaliz- 
ing their currencies, the way is paved 
for political union. 

Tito thus draws Albania closer into 
the Russian family and turns Albania 
away from the West, where she tradi- 
tionally has sought loans and other eco- 
nomic assistance that she must have. 

The deal also tightens Tito’s grasp on 
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ECLIPSE... 
Premier Hoxha of Albania 
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one of the best oil deposits in Europe: 
The Devoli field in Albania, which pro- 
duced 1,500,000 barrels of oil in 1940. 
It has an estimated reserve of 25,000,000 
barrels. 

@ The treaty terms show how the econ- 
omies of Albania and Yugoslavia are to be 
welded into one. 

A customs union is to abolish the eco- 
nomic frontier between the two countries 
and combine them into one customs area. 
An Albanian-Yugoslav commission will be 
set up in Albania to administer customs 
jointly. 

Monetary systems of the two coun- 
tries are to be co-ordinated by equalizing 
the value of their currencies. This is just 
short of establishing a single monetary 
system. ‘ 

Mixed companies, combining Albanian 
and Yugoslav capital, are to be set up for 
all the main branches of Albanian econ- 
omy except agriculture. These companies 
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are to take over internal transport, ship- 
ping, export-import business, mines and 
metals and banking in Albania. After 30 
years, Albania is entitled to buy the shares 
held by Yugoslavia. 

Each country is supposed to contribute 
an equal amount of capital, but a curious 
definition is set up for this sharing. Yugo- 
slavia is to contribute most of the money 
and equipment, whereas, Albania, the 
poorer partner, is to furnish mostly na- 
tural resources such as mineral deposits, 
land and forests. Albania also is supposed 
to contribute “existing enterprises” to the 
scheme. 

Technical aid is to be furnished by 
Yugoslavia to help Albania produce food, 
textiles, metals and reconstruction ma- 
terials. 

Credit is to be granted by Yugoslavia 
to create industries in Albania for the 
production of consumer goods. The exact 
amount and the terms will be settled later. 

Agriculture in Albania is to be aided 
by Yugoslav technicians. 

@ Significance of the agreement is more 
political than economic. . 

Politically, the pact is the most con- 
crete step yet to appear in the develop- 
ment of closer relations between Albania, 
Yugoslavia and Bulgaria that is going on 
with the encouragement of Moscow. 

Recent statements by Communist lead- 
ers in the Balkans indicate public opinion 
is being prepared for an eventual federa- 
tion of Albania, Yugoslavia and Bulgaria. 
This now is Russian policy. It also was 
Hitler's policy. Such a federation, guided 
by a great power, could be used as a 
powerful lever in Southern Europe. 

Economically, the treaty will have 
more meaning in future years than it has 
now. Yugoslavia, at the present time, has 
little capital to spare for export, and has 
ambitious goals of her own to attain at 
home. 

It is more than likely, however, that 
Tito will be willing to make economic 
sacrifices, if necessary, to keep Albania 
in the fold. With substantial aid from 
the United Nations Relief and Rehabili- 
tation Administration, Yugoslavia’s indus- 
try has made more progress than outsiders 
generally realize. If resources at home are 
not enough to permit sharing, Tito may 
try for a loan or other assistance from 
Czechoslovakia that could be channeled 
into Albania. 

There is little doubt that Tito will 
make a special effort to make good on 
commitments to Albania. He is not likely 
to forget that, after World War I, Albania 
turned her back on Yugoslavia and be- 
came an economic dependency of Italy 


‘because Yugoslavia could not provide 


the necessary help. 





Lee pe 


f 














- Appa. for U. &. Pat. O8. 


FRESH OUTBREAKS IN INDONESIA 
DELAY REVIVAL OF OIL PRODUCTION 


Inability of American and British 
companies to get Sumatra fields 
operating may cost them markets 


Reported from BATAVIA, 
NEW YORK and WASHINGTON 


. 


The flow of Indonesian oil to 
world markets in normal quantities is be- 
ing delayed again by new troubles in the 
East Indies. 

Fresh outbreaks of violence be- 
tween Dutch troops and native extrem- 
ists in Sumatra are upsetting timetables 
for restoring these rich oil fields to pre- 
war efficiency. U. S. and British interests 
are involved in difficulties that, unless 
overcome, could damage seriously the 
value of their investments in Indies oil. 

Oil companies with properties around 
the Persian Gulf are making aggressive 
strides to capture the markets of Europe 
and the Far East while the oil of the 
Indies is kept underground by a com- 
bination of political and economic bar- 
riers arising from the war. 

@ The stakes in the problem are oil 
wells and refineries on Java, Sumatra, 
Borneo, Ceram and New Guinea. Prewar 
production of 160,000 barrels a day 
made this area fifth in importance among 
the world’s oil fields. A U. S. firm, Stand- 
ard-Vacuum Oil Co., provided about 30 
per cent of this output while Royal 
Dutch-Shell, an Anglo-Dutch combine, 
accounted for most of the remainder. 
Other U.S. companies have lesser hold- 
ings. 

@ American properties, mainly on Su- 
matra, are not producing now. Vital 
machinery was destroyed by the retreat- 
ing Allies in 1942, restored somewhat by 
the Japanese, then bombed by the Brit- 
ish and damaged by Japanese. For more 
than a year either the oil fields or re- 
fineries have been inaccessible due to 
political unrest on the island. British 


~ properties on outlying islands have fared 


better. Borneo production is rising rap- 
idly, but on Sumatra the British, like the 
Americans, have been unable to begin 
reconstruction. 

@ Political unrest among the Indo- 
nesians, anxious for more independence 
frem the Dutch, is the primary trouble. 


A settlement between the Dutch and 
the native Government, signed two 
months ago, already is beginning to 
break down. The agreement provides 
for a United States of Indonesia leagued 
with the Netherlands in a partnership. 
Moderation is the foundation of the 
policy followed by Indonesian officials 
who are doing business with the Dutch. 
Achmed Soekarno, President of the new 
republic, Premier Sutan Sjahrir and Dr. 
A. K. Gani, who, as Minister of Eco- 
nomics controls oil matters, have re- 
peatedly stated that they will respect 
the properties of outside interests. Their 
speeches reflect an understanding that 
expropriation or severe taxes might de- 
stroy an industry that before the war 
was Indonesia's No. 2 export trade. 

The Indonesian Army, however, has 
upset the agreement between the mod- 
erates and the Dutch Government. Re- 
newed violence around Palembang 
and Medan, oil centers of Sumatra, 
followed a speech by General Soedir- 
man, commander of the Indonesian 
forces, urging his men to fight for full 


. independence. 


Communism has adherents 


some 


among the extremists. The principal mo- ° 


tive for the insurgence to which General 
Soedirman calls his soldiers, however, is 
the desixe of the extremists to take power 
from the moderate civilians. 
@ Further delay in restoring the oil 
fields to prewar efficiency is sure to result 
from the conflict within the native ranks. 
Standard-Vacuum finds its refineries 
nea® Palembang cut off from the produc- 
ing area by the new fighting. The scar- 
city of goods makes workers reluctant to 
stay on the job since there is nothing to 
buy with their wages. The circulation of 
three currencies—Dutch, Indonesian and 
Japanese—complicates financial dealings. 
River shipping, necessary to haul the oil 
to market, is disorganized. Nevertheless, 
the company estimates it can reach pre- 
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OUTSIDE THE TROUBLE ZONE 
On the job in Borneo’s oilfields 


war levels of activity within two years 
after restoration of normal conditions. 

Royal Dutch-Shell is restoring pro- 
duction at Tarakan and Balikpapan in 
Borneo and at Miri in Sarawak. Their 
fields on Sumatra, however, centering 
around the Pladjoe refinery, suffer from 
the same ills as the American properties. 
The Anglo-Dutch firm estimates full res- 
toration will require 200,000 tons of 
equipment and three years time. 
| Competition from Arabian and Iran- 
ian oil makes this delay dangerous. Indo- 
nesian wells are living on borrowed 
time. A race for markets throughout the 
Far East is shaping up. Consumers who 
used to buy Sumatran oil are being of- 
fered supplies from the Middle East. As 
the Far East recovers from war, it offers 
a tremendous market for petroleum 
products. 

The longer Indonesian production is 
postponed, the harder it will be for Indies 
operators to recapture their prewar im- 
portance. That is why Indonesian mod- 
erates are trying to hold the insurgents 
in line. The future prosperity of their 
republic can depend on the outcome. 
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BRITAIN’S STOCKPILE OF COAL 
FALLS BELOW DANGER LEVEL 


Modernization plan can’t ‘be carried out 
in time to solve immediate crisis. Hope 
is placed in greater output by miners 


Reported from LONDON 
and WASHINGTON 


Great Britain’s stockpile of coal 
has fallen below the danger point. Fac- 
‘tories are being forced to interrupt pro- 
duction for want of fuel. 

The next few weeks are to be a 
period of crisis. Britain is racing to get 
coal out of-the ground faster than her 
factories consume it. 

Coal production and consumption 
now are neck and neck. Unless produc- 
tion wins out, Britain’s export program 
will suffer a serious setback and the re- 
percussions will hit other countries of 
the world. 

What confronts the Labor Government 
is the problem of how best to help the 
miners produce more coal. All mines now 
are under Government ownership. 

A National Coal Board of mine owners, 
engineers, financial experts and labor 
leaders, which took over management of 
the coal industry from private owners on 
January 1, is trying to meet the national 
emergency. 

@ The dangers arising from coal short- 
ages are clear to all Britons. 

Meager margins of coal worry indus- 
trialists. Serious shortages are showing 
all along the line. 

The electric power industry has little 
more than a three weeks’ supply, while 
last. year at this time it had a six weeks’ 
supply. Similarly, gas works could oper- 
ate only for three weeks on current stocks, 
the railroads for a week and a half, iron 
and steel for two weeks, engineering for 
four weeks and many other industries for 
three weeks. 

Britain barely scraped through last 
winter without shutdowns as consump- 
tion rose with the added burden of heat- 
ing. In November 1946, as the chart 
shows, stocks were 2,880,000 tons lower 
than in November 1945. 

Rising consumption of coal this win- 
ter is not merely seasonal. It is planned. 
To maintain full employment and to pro- 
duce more for export, Britain is striving 
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to run her factories full blast. For this 
reason, Britain needs more coal than 
ever before. 

A transport bottleneck is making rail 
delays a constant hazard to production. 
Britain's transport system is to be mod- 
ernized after nationalization, but this is 
a long-term program. Coal deliveries are 
vital to Britain’s economy now. 

Outstanding as an example of the snarl 
in coal transport is the case of the Austin 
Company, which produces 30 per cent of 
Britain's motor vehicles and exported 
$33,200,000 worth last year. Repair work 
on a rail tunnel slowed down deliveries to 
Austin’s main plant at Birmingham, where 
coal stocks were low. Just before Christ- 
mas, Austin told its 17,000 workers the 


plant would remain closed after the holi- - 


days for lack of fuel. 
Trucks mobilized by the Government 
helped the railroads get coal to Austin day 
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UNFURLED IN A CRISIS 
Flag of Britain’s National Coal Board 


and night throughout the holidays. Aus- 
tin was able to cancel the shutdown. An 
official inquiry is being made into the 
causes of the emergency. Austin officials 
blame the Government for ignoring com- 
pany warnings; the Government blames 
Austin for not husbanding supplies. 

To speed deliveries, the Great West- 
ern and London North-Eastern Railroad 
canceled 200 passenger trains, using lo- 
comotives to pull coal trains. Truck lines 
are making emergency deliveries on a 
24-hour basis. But stockpiles from which 
such deliveries are fed are diminishing 
dangerously. 

Temporary shutdowns of small fac- 
tories now are frequent. Scores of the 
2.000 textile mills concentrated in the 
Manchester area are interrupting produc- 
tion for a day or two, awaiting coal deliv- 
eries. Cement and brick factories are 
closing, too, slowing the housing pro- 
gram. The Fuel and Power Ministry is 
deluged daily with telegrams asking 
emergency deliveries of coal. 

Priorities in delivery are going to 
producers of electricity and gas, to the 
iron and steel industry and to all serv- 
ices essential to rail, canal and coastal 
shipping. 

Drastic cuts in the distribution of elec- 
tric power and coal are hitting Britons 
hard in a wave of freezing weather. En- 
gineers in powerhouses are authorized 
to call dimouts or blackouts when the 
load appears high. Britons, who bought 
500,000 electric heaters as winter began, 
are shivering as power falls. 

Street and store lighting in London 
and other cities has been low for weeks. 
Churches in some areas go without heat 
on Sundays, and ministers in overcoats 
speak briefly. But reduced consumption 
is not enough to meet the emergency. 
Production must be increased. 

@ The problem of increased coal pro- 
duction is rooted in the last century. 
Britain then led the industrial revolution, 
which made coal the king of industry. 
By 1913, Britain was producing 287,- 
000,000 tons of coal a year, exporting 
73,000,000 tons and employing 1,107,000 
miners. After 1913, the industry declined 
because of obsolete machinery and old 
methods. 

Production sagged steadily. Miners 
quit, seeking easier jobs. By last year, 
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the number of miners had dropped by 
463,100, coal production had decreased 
by 113,000,000 tons. Britain, once the 
world’s biggest exporter of coal, now 
could use 15,000,000 tons of imports. 

No imports are available. Continental 

Europe, even with exports from the U. S., 
is getting less than 85 per cent of the 
amount of coal it used in prewar years, 
but needs more coal than before the war. 
U.S. coal now is supplying bunkers in 
the Mediterranean, normally served by 
Britain, but the saving to Britain is 
slight. Oil is being imported to Britain to 
replace coal, but the conversion from coal 
to oil is slow. 
@ The way out for Britain is being 
charted by the National Coal Board, 
which is getting the full support of the 
Labor Government. It will spend almost 
as much money modernizing the mines 
over the next five to seven years as the 
$660,000,000 that it is costing to transfer 
the mines to public ownership. 

Machinery will absorb a large part of 
this money. Lend-Lease equipment sent 
to Britain from the U.S. during the war 
taught mine operators what modern 
methods could do. 

Underground transport proved to be 
the weakest point of Britain’s mines, 
whose seams are not as rich as those in 
the U.S. On each underground shift, 
Britain needs one worker to move five 
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tons. During the same period, Dutch 
workers move 25 tons and U. S. workers 
50 tons. Ponies, pit boys and rope haul- 
age systems now used in British mines 
are to be replaced by locomotives and 
belt or chain conveyors. 

At the face of coal seams, 72 per cent 
of Britain’s coal is machine cut. The Coal 
Board plans to boost this to 100 per cent, 
backing up the miners’ machines with 
power loaders. Cutter loaders, invented 
and manufactured in Great Britain, are 
to be purchased for mines working large 
seams. | 

Reorganization of the mining industry 
is made possible by nationalization. Pri- 
vate owners kept 1,782 mines in opera- 
tion, 966 of which produced less than 
50,000 tons a year. Mines in which 
production per man is low now are to 
be abandoned. 

The leasehold system, which cut down 
efficienoy under private ownership, is 
ended. Mine companies once competed 
for leases to coal lands by promising to 
work some deposits immediately, delay- 
ing development of better fields whose 
owners were less eager for immediate 
royalties. 

The Coal Board plans to raise Britain’s 
coal industry to its maximum efficiency 
within seven years. But to get Britain 
through the current crisis, they are count- 
ing on the miner. 


Man power is the key to Britain's 
progress this winter. A coal strike could 
wreck Britain’s recovery plans in a few 
weeks, but the miners are not planning 
to strike. They are to get a five-day week 
in May and are drawing better wages 
than ever before. 

Responding to such incentives, the 
miners are working harder. Coal pro- 
duced per man shift is at 1.07 tons, 
compared to 1 ton in 1934. At the 
end of December, Great Britain’s coal 
output hit 400,000 tons a week for the 
first time in five years. After Christmas 
week, when some mines shut down 
because more than 50 per cent of the 
miners stayed home, absenteeism fell 
to record lows. 

Unions are helping the Government 
keep miners at work, but a diminishing 
labor force is to be expected this winter. 
Mine leaders acknowledge that about 
35,000 miners, chiefly elderly men, will 
quit mining this year, but they still are 
fighting suggestions that Britain use 
Polish labor in the mines. 

@ A showdown in Britain’s battle for 
coal is certain in the spring. If winter 
ends with coal still in the stockpiles and 
production close to present levels, the 
miners will have won their race. If stocks 
are exhausted before spring, Britain will 
be in the throes of an industrial shutdown 
that will be felt throughout the world. 
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HATRED FOR U.S. MAY SOLIDIFY 





CHINESE OPPOSITION TO CHIANG 


Liberals and Communists strive to 
turn anti-American agitation into 
weapon against Nationalist regime 


Reported from NANKING, 
SHANGHAI and WASHINGTON 


Growing hatred for Americans in 
China is snowballing into a potent force. 
Before it runs its course, it promises to 
speed withdrawal of U.S. troops, alter 
U.S. policy in Asia and to unify Chinese 
opposition to Chiang Kai-shek’s Kuomin- 
tang Party and the Nationalist Govern- 
ment. 

Students are in the van in show- 
ing their hostility by mass demonstrations 
against the U.S. Nationalists, Commu- 
nists and liberals are trying to control the 
movement, and to turn the demonstra- 
tions to support of their own programs. 

The Kuomintang, which General 
George C. Marshall says is dominated by 
“reactionaries, wants American troops to 
remain. It needs U.S. support to main- 
tain its present position. Liberals and 
Communists, as a result, are focusing 
their fire on the U.S. to unite divergent 
groups for a struggle against the Chiang 
regime. 

Provocative propaganda is mounting, 
exaggerating incidents, misrepresenting 
U.S. policies and heaping abuse on Amer- 
icans. Traditional antagonism against 
“the foreigner” as the symbol of China's 
exploitation by Western imperialism, 
makes such propaganda an _ explosive 
weapon in politics. 

Frank Rounds, Jr., staff correspondent 
of World Report, cables from Nanking: 

“All China is a ripe field for anti-Ameri- 
can activity. The immediate success of 
the recent demonstrations in all of China’s 
major cities pointg up the incredible but 
conclusive fact that at least one third of 
China violently and irrationally hates 
America.” 

The immediate target of the out- 
breaks is the American serviceman. Most 
Chinese want him to leave. Inflammatory 
incidents ranging from jeep accidents to 
street fights and alleged cases of rape are 
setting public opinion afire. 

U.S. marines and soldiers are unhappy 
in China. The war is over and they 
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want to come home. Of the American 
forces in China, who numbered 113,000 
a year ago, most have returned to the 
U.S. Some of those still there are career 
men. A number actually asked for service 
in China. But, of the 12,000 remaining, 
few like the country. 

The American troops have been alien- 
ated by China's inefficiency, corruption, 
black market operations, industrial back- 
wardness, poverty and lack of sanitation. 
Few Chinese speak English and few 


homes have modern plumbing. New. 


antagonisms have been added by Com- 
munist attacks on marine-guarded instal- 
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FED UP WITH CHINA 


lations in Nationalist areas, in which a 
number of American lives have been lost. 

The Chinese are sensitive to these 
scornful attitudes. Proud of an ancient 
civilization, they reciprocate with con- 
tempt for the Western “barbarians.” 
Chinese newspapers for months have 
been filled with complaints—some true, 
some exaggerated, some fabricated—of 
Chinese beaten by drunken marines, of 
Chinese hit and left bleeding by Ameri- 
can trucks, of Chinese women insulted 
and attacked by American soldiers. 

U.S. intervention in Chinese politics 
meets widespread distrust in broad sec- 
tors of Chinese opinion. Liberals and 
Communists contend that U.S. support 
of the Kuomintang regime has strength- 
ened control by reactionaries. 

The struggle of China's opposition 
parties to channel these feelings into 
support for their programs has’ fed fuel 
to the flames. Propaganda that reads like 
pure fantasy to an American has been 
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Duty in postwar China is a thankless task for U. S. servicemen 
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poured out by all anti-Auommtaug 
groups, and especially by the Com- 
munists. General Marshall denounced 
these tactics in his statement, which 
criticized extremists among the Commu- 
nists and in the Kuomintang, and singled 
out the moderates in both parties as the 


hope for China’s future. (See page 45). | 


@ Student support is a principal ob- 
jective of this propaganda barrage right 
now and their reactions promise to 
change China’s political structure. 

The colleges are in ferment against 
civil war, economic chaos and antidemo- 
cratic repression. The fact that inflation 
has reduced to poverty levels the buying 
power of the professor's wages and the 
student’s allowance has much to do with 
the success of student demonstrations. 

By origin, China’s students are mem- 
bers of the country’s ruling group. Only 
the wealthiest families can spare their 
children from toil. But Western ideas, to 
which the students have been exposed in 
their studies, convince many of them that 
China must change if she is to progress. 
They are groping for organized leader- 
ship and all of China’s political parties 
are eager to provide it. 

The liberals, represented by the Demo- 
cratic League and other small parties, 
attract many of the student leaders. 
Newspapers supporting the viewpoint of 
these parties have been permitted to 
publish, under censorship, since General 
Marshall's arrival in December 1945. 

Leaders of the liberal parties are 
scholars, editors and small businessmen, 
to whom the students are drawn. But 


FED UP WITH U.S. TROOPS 


the liberals are harassed by secret police, 
hired thugs and restrictive laws. They 
have no mass membership and are virtu- 
ally powerless to influence the Govern- 
ment. 

The Communists talk little about Com- 
munism, which is their ultimate objective, 
as General Marshall said recently. They 
talk mostly about democracy, which they 
say is their present goal. Their program 
on almost all issues is identical with that 
of the liberals. But they control one third 
of China's territory, containing 90,- 
000,000 people. They have an army of 
1,000,000 and underground cells in all 
important cities. 

The Communists are not permitted to 
publish newspapers in most of National- 
ist China. They reach the students 
through clandestine literature, radio 
broadcasts from the Communist capital, 
Yenan, and news reports published in 
the liberal press. 

Kuomintang spies within the colleges, 
police surveillance, and close screening 
of new students by the Ministry of Edu- 
cation, headed by an ex-student rebel 
named Chen Li-fu, make it difficult for 
the Communists to place agents in the 
schools. Most of the students who sym- 
pathize with the Communists claim affilia- 
tion with the Democratic League to fore- 
stall arrest. 

The Kuomintang has a youth program 
of its own. It is run by the San Min 
Chu I Youth Corps, headed by Chiang 
Kai-shek. Its Shanghai chieftain and 
many other leaders are Kuomintang poli- 
ticians, a circumstance that causes its 


enemies to quip: “Youth begins at 40.” 

The Youth Corps has the advantage 
of a tight organization on a nation-wide 
basis. While other student movements 
face official opposition, the Kuomintang 
youth are financed and recognized by 
the Government. 

Current demonstrations, set off by the 
alleged rape of a Peiping coed by two 
U. S. marines, follow an anti-Kuomintang 
line. Directed primarily against U.S. 
troops, they have brought out almost the 
entire student body of many cities. 

Counterdemonstrations by the Youth 

Corps have attracted only a few hundred 
participants. This indicates a new unity 
of anti-Kuomintang forces among the 
students, built around the campaign 
against the U.S. This development now 
promises to spread throughout China, as 
have similar movements among students 
in the past. 
@ U.S. policy already is being adjusted 
to the changed situation. The U.S. will 
not pull out of China altogether. Fearing 
Russian intervention, General Marshall is 
determined that the U. S. must retain pri- 
mary influence on the Asiatic continent. 
The U. S. will continue to support Chiang 
Kai-shek and will give qualified aid to his 
National Government in proportion to re- 
forms actually carried out in return. 

But withdrawal of U. S. troops is to be 
speeded up. For the time being, the U. S. 
will make no more efforts to mediate the 
civil war. China’s contending factions will 
be left to fight it out largely on their own. 
In this fight, anti-American feeling will 
continue to play a major role. 
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Chinese students take the lead in political propaganda aimed against the United States 
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LATIN-AMERICAN REPUBLICS FORCED 
TO MODIFY IMMIGRATION PROJECTS 


Costs, shipping difficulties and 
legal restrictions block settlement 


of large numbers of Europe’s homeless 


Reported from BUENOS AIRES, RIO DE 
JANEIRO, SANTIAGO and WASHINGTON 


The predicted wave of migration 
from Europe to Latin America is not de- 
veloping. Hopes that a million war refu- 
gees could be settled in the Western 
Hemisphere are dimming. 

Governments of the southern re- 
publics are taking a second look at their 
ambitious plans for mass immigration and 
discovering that these projects involve a 
lot more money, work and planning than 
they had realized. Projects for bringing 
in millions of immigrants are many years 
from realization. 

Migration from Europe to Latin Amer- 

ica in the year and a half since V-J Day 
has been a tiny trickle. Most of the war 
refugees and others seeking new homes 
in South America are finding the door 
closed. 
@ Technical difficulties of many kinds 
stand between Europeans who want to 
emigrate and Latin-American countries 
that need settlers. 

Transportation is scarce and expensive. 
Although a large quantity of shipping is 
left over from the war, very little is 
suitable for carrying immigrants. Cargo 
vessels cannot do the job, and troop 
transports usually require expensive al- 
terations before they can be used by 
immigrant families, who require a cer- 
tain amount of privacy and accommoda- 
tions for women and children. 

The cost of moving from Europe to 
South America may run as high as $300 
per person, or more than $1,000 per 
family. This can quickly run into millions 
of dollars for a relatively small number 
of immigrants. 

Ocean passage is more expensive than 
ever before at a time when most immi- 
grants are penniless. The result is that 
somebody else must pay their way. 

The question of who pays the bill now 
is under discussion and negotiation be- 
tween the Inter-Governmental Commit- 
tee on Refugees and the governments of 
Latin-American countries. The Commit- 
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tee lacks adequate funds for transporting 
refugees but is appealing to its 35 mem- 
ber governments for contributions. 

Temporary housing and feeding fa- 
cilities must be provided at debarkation 
ports to care for immigrant families until 
they can be sent to their final destina- 
tions. Attention must be paid to such 
details as the dietary habits of the people 
concerned and the need for altering army 
barracks and other living quarters to per- 
mit their use by families and mixed 
groups. All this requires planning and 
money. 

Employment services. must be set up 
to help the new arrivals take their place 
in the economy of the country as quickly 
as possible. Arrangements must be made 
to transport workers and their families to 
regions where jobs are available. In 
Latin America, vast distances and poor 
facilities will make such transportation a 
hard and costly process. 

Credit will be required by immigrant 
farmers to enable them to buy tools and 
seed and to feed their families until the 
first harvest. Substantial loans on favor- 
able terms probably would have to be 
made available to farmers to aid them in 
purchasing land. 

@ Obstacles are many. 

Economic instability is a big factor. 
Signs are increasing that the boom in 
Latin America is about spent and that a 
period of recession is in store. This means 
shrinking reserves of purchasing power 
and lower prices for Latin America’s 
exports. In moods ranging from uncer- 
tainty to pessimism, government planners 
are hesitant to commit large amounts of 
money for immigration programs. 

Restrictive legislation limits the num- 
ber of people that can come in and often 
makes it difficult for them to work at their 
trade or profession after they arrive. 

The trend in the ‘30s was to reduce 
immigration quotas and to place numer- 
ous restrictions on aliens. This was partly 


to protect the nationals of Latin-Ameri- 
can countries against competition from 
alien labor and partly to curb the activi- 
ties of Axis aliens. 

Now, with the situation changed, many 
Latin-American countries find prewar 
legislation, still on the books, a consider- 
able hinderance to plans for immigration 
and employment of immigrant labor. It 
will take time to modify these laws. _ 

Laws restricting the hiring of aliens are 
in force in every one of the Latin-Ameri- 
can republics. In Brazil, many trades and 
professions are completely closed to 
aliens. In Mexico and Costa Rica, 90 per 
cent of the employes in any enterprise 
must be native citizens; in Bolivia and 
Chile, the requirement is 85 per cent; in 
Paraguay, 90 to 95 per cent. 

The bars are nearly as high in most 
of the other countries of Latin America. 
In Mexico, for instance, the only em- 
ployes who may enter from another coun- 
try are technical experts not otherwise 
available in Mexico. 

All this means that immigrants with 
technical training or special skills are 
likely to have rough going in most parts 
of Latin America, although the urgent 
need of most Latin-American countries is 
for skilled workers and technicians. Most 
of the immigrants will have to- turn to 
farming. 

Prejudices and fears put another 
stumbling-block in the way of mass immi- 
gration. Unemployment in some areas is 
almost chronic, and local authorities do 
not welcome any sudden addition to the 
labor force. Native labor often fears the 
competition of immigrant workers who 
may be more energetic and more skilled. 

@ Projects for immigration in Latin 
America are more ambitious than prac- 
tical. 

Argentina has sent a Government mis- 
sion to Rome to deal with the Italian Gov- 
ernment and another mission to seek im- 
migrants from Spain, France, Belgium 
and Holland. 

The Perdédr Administration has an- 
nounced a program for bringing in 4,000,- 
000 Europeans in the next 10 years. Most 
of these would be Spaniards and Italians. 
The Argentines so far have been cool to 
the suggestion that they might take some 
of the displaced persons now living in 
UNRRA camps in Europe. 
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Argentine plans for stepping up immi- 
gration to 30,000 a month are viewed 
with considerable reserve by experts fa- 
miliar with the problem. It is estimated 
that Argentina now has facilities to han- 
dle no more than 25,000 immigrants a 
year. 

Argentina is ambitious for leadership 
of Latin America and is sensitive of the 
fact that her population is »nly 14,000,- 
000, whereas her rival, Brazil, has 45,- 
000,000 people. 

Brazil has heard grandiose predictions 
by Government leaders regarding immi- 
gration, but so far has seen few results. 

Joao Alberto Lins de Barros, President 
of the Immigration Council of Brazil, 
made headlines last July by announcing 
that Brazil would admit 100,000 Central 
Europeans from camps in Germany and 
Austria. Since then the commitment has 
been reduced quietly to 30,000, and 
many delays are in prospect before the 
limited plan is carried out. 

Brazil is most interested in Italians, 
Spaniards, Portuguese and Germans, na- 
tionalities that have contributed most to 
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her development in the past. One ship- 
load of Italians has arrived in Brazil, but 
shipping difficulties are holding up plans 
to bring more. 

Chile has plans for settling 2,000 fam- 
ilies in the fertile region of the South as 
a political counterweight to the German 
population that now dominates the area. 
The Government has approached the 
U.S. on the subject of moving settlers 
from UNRRA camps in the U.S. zone 
of Germany. 

Chile is keenly aware that her popula- 
tion growth has been falling behind that 
of Brazil and Argentina and that she is 
losing some of her old prestige as one of 
the ABC powers. Nevertheless, a Govern- 
ment bill presented to the Chilean Con- 
gress six months ago for financing an 
immigration program has gotten no- 
where. 

Colombia is hearing a lot about the 
need for increased immigration, but is 
doing little to stimulate it. 

Uruguay and Paraguay do not encour- 
age immigration in mass and are too small 
to accept large numbers. 


Venezuela would like to bring in im- 
migrant farmers to build up her backward 
agriculture, but the high cost of living 
there makes it difficult to attract settlers. 

Bolivia, Peru and Ecuador are not ex- 
pected to accept more than a token num- 
ber of immigrants for some time. 

Mexico and Central America already 
have most of their best land settled and 
are showing little interest in immigration. 
@ The closed door to Latin America 
means that 870,000 Europeans are con- 
tinuing to live in camps for displaced per- 
sons at the expense of the taxpayers of 
the United Nations. The United States 
and the British Dominions will not ad- 
mit the “DP’s.” For political reasons, 
few dare to go home. Neither can they 
be absorbed easily by Germany, Austria 
and Italy, where most of them are con- 
centrated. 

Allthe Latin-American countries 
eventually will increase their populations 
by immigration from Europe. The process 
is to be gradual and will do little toward 
solving Europe’s immediate problems of 
overpopulation and displaced persons. 
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EUROPE’S RECOVERY BEGINS TO SAG 
AS PEOPLE LOSE CONFIDENCE 


Wave of pessimism and shortage of 
labor prevent many vital industries 
from making a complete comeback 


Industrial recovery is beginning 
to stall in many countries of Europe. 
Further development for some of them 
may be impossible for many years. 

Lack of confidence on the part of 
businessmen and the shortage of pro- 
ductive labor are putting restrictive 
ceilings on vital industries. It will be 
more difficult for Europe to break 
through these ceilings in the future than 
it was to reach the present level of post- 
war production. 

Help from the U.S., essential to Eu- 

rope’s comeback, is going to continue in 
1947. But that assistance will not be as 
lavish as in 1946. 
@ Lack of confidence among whole 
populations is proving the principal 
handicap to Europe’s industrial recovery. 
With the exception of Scandinavia, the 
Lowlands, Switzerland and Portugal, 
there is a feeling of frustration and 
hopelessness that is stifling progress. 

Young people, seeing no future, want 
to emigrate. Older people watch their 
savings disappear in waves of inflation. 
Businessmen fear government rules that 
prevent long-term investments. Disre- 
gard of property rights is driving capital 
into hiding. Black markets are siphoning 
off both goods and man power. Govern- 
ment authority is weakening. 

The result is that both private credits 
and Government credits are uncertain. 
Without a sufficient credit basis, private 
enterprise tends to wither and interna- 
tional trade descends to barter. Insecure 
governments, themselves of questionable 
credit standing, find they cannot make 
up for the lack of private credit. The 
paralyzing effect of these conditions is 
being felt now in most parts of the Eu- 
ropean Continent. 

@ Wastage, both in labor and materials, 
is another brake on further recovery 
in 1947. 

Big armies are keeping a large seg- 
ment of the labor population under arms, 
and away from productive employment. 
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Countries like Russia, Yugoslavia and the 
Netherlands have armies bigger than be- 
fore the war. Occupation is a drain on 
men and resources. 

Bureaucracy ties up many millions 
more. Both in Russia and in France pro- 
tests have been made recently against 
the number of Government employes, 
but nothing has happened to change 
the situation substantially. State controls 
over external trade are bringing more 
and more men into state jobs. 

Population shifts have left factories 
and farms unoccupied in Czechoslovakia 
and Poland while increasing unemploy- 
ment in Germany. Redistribution of 
Italian and German labor is slow in 
coming. 

Black marketeering and smuggling are 
drawing millions of dollars away from 
normal production. As an example, quan- 
tities of Dutch textiles are exported un- 
der Government allocation, then smug- 
gled back into the country, where they 
are sold on the black market. Thou- 
sands of Frenchmen are smuggling 
gold into France, then burying their 
hoards under peasant barns. In Russia, 
large-scale thefts by farm and _ factory 
employes have reduced the supplies for 
workers, and thereby reduced their will- 
ingness to work. 

Transportation shortages, acute since 
the war, are aggravated by the withhold- 
ing of railway cars from international 
traffic. Large parts of the rolling stock 
of some countries are in disrepair. But 
new production remains small. 

The result of all these things is a 
spreading disorganization of trade and 
production. The disorganization appears 
to be the main reason for the reduction 
of the output of workers in most coun- 
tries. Output per man, in many cases, is 
down more than 20 per cent from prewar 
averages. 

@ Living standards in much of Europe 
remain far below prewar levels. Gen- 
erally, the middle class is worst hit, but 
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workers’ wages have lost purchasing 
power to a crippling degree. Peasants, 
relatively, are the most comfortable peo- 
ple in relation to former standards. 

Industrial production has been -rising 
during the last year, but the average con- 
sumer doesn't get much benefit from it. 
A big share of all production goes into 
reconstruction and for the upkeep of 
armies and government agencies: Every- 
thing else that can be spared is put into 
export to cover at least a part of the 
urgent need for imports. 

Exports, however, still are far below 
normal. Expressed in prewar values, the 
European Continent supplies Great 
Britain with only 42 per cent of the 
goods it did before the war. Shipments 
elsewhere are not better. German ex- 
ports are negligible. Poland ships at the 
rate of 23 per cent, Italy at 40, the 
Netherlands at 42, Czechoslovakia at 
47, France and Denmark at 59 per cent 
of prewar. Belgium has recovered three 
fourths of her export trade, while 
Sweden and Norway do better than 80 
per cent. The only countries with ex- 
ports exceeding prewar levels are Por- 
tugal, Switzerland and—if reparations to 
Russia are included—Finland. 

Dollar proceeds from European ex- 
ports remain small. During the first nine 
months of 1946, only 54 per cent of all 
U.S. exports to the European Continent, 
which amounted to $2,208,000,000, were 
paid for out of earned assets or credits. 
The rest was given as relief or Lend- 
Lease. During that period, 31 per cent 
of all U.S. exports went to the European 
Continent, exclusive of Russia. In addi- 
tion to the purchase of U.S. commodi- 
ties, Europe has to pay dollars to the 
United States for shipping freight and 
other services, for interest and for amor- 
tization. 

To help Europe get back on her feet, 
the U.S. during 1946 sent $6,000,- 
000,000 to the Continent in gifts and 
loans. Lend-Lease and UNRRA aid are 
now ending, but loans, credits, private 
relief and remittances are to continue. 
Financial aid from the U.S. will still be 
substantial, but far below last year. U. S. 
loans and gifts to the Continent are ex- 
nam to total $3,600,000,000 in 1947. 

ince most of that amount will go to 
Western Europe, the pinch will be felt 
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chiefly in Eastern countries. But all 
European countries will have to sell more 
to nations with sound currencies if they 
want to keep up a continuous flow of 
goods from the U. S. 

@ Industries on the Continent are run- 
ning at an estimated average of 60 per 
cent of prewar. 

Sweden, Switzerland and Portugal are 
operating above prewar levels, and Den- 
mark and Norway are close to normal. 
But Belgium and France are producing 
about 20 per cent below prewar, and the 
Netherlands and Italy 30 per cent below. 
Poland, with the addition of the rich 
Silesian district, has come up to 70 per 
cent, and Czechoslovakia operates at 
about two thirds of her pre-1939 rate. 
German industries, which formerly pro- 
duced more than 40 per cent of all con- 
tinental European manufactures and sup- 
plied tools, parts and finished goods to 
many countries, now are running at only 
one third of prewar. 

With reconstruction and replacements 
absorbing at least one fourth of Eu- 
ropean output, consumer supplies origi- 
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nating on the Continent are about half 
what they were before the war. 

Rate of recovery in the major indus- 
tries of coal mining, steel and textiles is 
shown in the accompanying chart. Be- 
cause of the overwhelming need for 
fuels, the main emphasis of reconstruc- 
tion has been placed on coal. But the 
good performance of France, Belgium 
and Czechoslovakia cannot compensate 
for the loss of the German output and 
of imports from Britain. 

Thus, Europe has to continue to im- 
port expensive coal from the U. S., which 
costs about $290,000,000 a year because 
of high freight charges. Soviet coal out- 
put is still an estimated 23 per cent be- 
low prewar, although production in 
Siberia has substantially increased. As a 
consequence, the Soviet Union is taking 
a large share of Polish production, which 
used to supply Central and Northern 
Europe. 

Steel output in Western Europe is 
about three fourths of prewar, and the 
Soviets are believed to have reached the 
same level, but German output, formerly 
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about one third of the total, now is down 
to 17 per cent of prewar. 

Textile mills stocked up with U.S. 
cotton and domestically produced rayon 
and staple fiber recently have reached a 
high level of activity in most of Western 
Europe. Polish mills processing Russian 
and U.S. cotton now are operating at 75 
per cent of the prewar rate. However, in 
Russia, Germany and Czechoslovakia 
textile output lags. 

There is not enough consumer goods 
to go around and the lack of things to 
buy reduces the worker's incentive to 
produce and earn more. 7 
@ What Europe finds is that disorgan- 
izations in normal life are proving much 
harder to overcome than the physical 
destruction caused by the war. Conse- 
quently, the goals of Europe’s planners 
appear to be far ahead of reality. The 
difficulties in restoring business confi- 
dence and in getting available workers 
back into productive jobs are putting re- 
strictions on recovery and, for some 
countries, may stall industrial rehabilita- 
tion for a long time. 
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BRITAIN HITS SNAGS 


IN UTILIZING THE ATOM 





Opposition of scientists, lack of money 
and supplies hamper program for 
industrial application of the energy . 


Reported from 
LONDON 


Plans of the British Government 
to have atomic energy ready for indus- 
trial application in two years are run- 
ning into difficulties. 

An atomic power station, now 
under construction, is to go into experi- 
mental operation sometime in 1949. 
A stockpile of atomic raw materials 
is being assembled now, equipment is 
on order and generators are being con- 
structed. 

But behind this optimistic outlook is a 
series of complaints and conflicts that 
threaten to impede, rather than advance, 
the Labor Government's program for 
practical application of atomic energy. 
The present coal crisis adds urgency to 
the situation. 

@ Difficulties for the Government's pro- 
gram arise from the program itself. 

Atomic scientists are scarce. And many 
of those available in Britain are out of 
sympathy with the Government's plans. 
They have objected to the secrecy applied 
by the Government to public and private 
research, Some of them disagree with the 
Government’s handling of the whole 
situation. They want emphasis placed first 
on the development of atomic energy as 
a substitute for coal. 

Boycott by prominent scientists against 
Government research has resulted. Many 
of the men best informed on nuclear re- 
search will not take jobs in the Govern- 
ment’s atomic project. 

Lack of money also is hampering 
nuclear research. Experts protest that the 
$200,000,000 set aside by the Govern- 
ment for atomic work is far too small an 
amount to keep Britain abreast of re- 
search developments. 

The $200,000,000 is to be spent over 
a period of years. Expenses to date- for 


the experimental plant near London have’ 


been about $12,000,000. Although it is 
hoped that the project eventually will 
employ about 5,000 persons, only 250 
are at work there now. 
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Lack of supplies is another obstacle to 
British projects. As it is now, the British 
are almost completely dependent upon 
U.S. facilities and raw materials. 

Lord Portal of Hungerford, in charge 
of materials supply for the Government, 
must get all his uranium and plutonium 
from American sources. There are no 
supplies in the British Isles, although 
the Indian State of Travancore does con- 
tain crude thorium. 

Much of the highly technical equip- 
ment used in atomic experiments is un- 
obtainable in Britain. It was developed 
in the United States and, if Britain is to 
have it, she must ask the U.S. for it. 

Lack of technical know-how is a fifth 
limiting factor. The British were years 
ahead of American scientists in the origi- 
nal theoretical physics that preceded 
development of the atomic bomb. In 
recent years, however, research in the 
U.S. set the pace for+the rest of the 
world, especially in practical application 
of earlier theories. British scientists have 
virtually been handed the latest theoreti- 
cal knowledge on a platter, but they are 
not fully abreast of the mechanical 
knowledge. 

For instance, there were no British 

scientists at the Hanford, Wash., atomic 
pile. All Britain’s wartime experience was 
with the heavy-water pile used at Chalk 
River, in Canada. 
@ Private research is going ahead, en- 
couraged to some extent by the objec- 
tions being raised against the Govern- 
ment’s program. 

Prof. M. L. Oliphant, one of Great 
Britain’s leading atomic scientists, is in 
Australia now advising the Common- 
wealth on its atomic research plans. But 
his laboratory at the University of Bir- 
mingham in England is moving forward 
on its own with the construction of a 
1,000-ton research machine. Work in the 
laboratory is being financed largely by 
British industrial concerns. 





—British Official 


HIS ATOM PILE IS SHRINKING 
Lord Portal, uranium supply chief 


As a result of developments made 
since the war, Professor Oliphant has re- 
vised his estimate of the time necessary 
to bring atomic energy into industrial use. 

He once predicted that it would take 
Britain 10 years to produce atomic en- 
ergy for warfare, and 20 years to get it 
for industrial power. That prediction was 
made with the reservation that it could 
be realized only if the country made an 
eflort comparable to an all-out campaign 
to win a war. 

Now Oliphant believes that it will be 

possible to generate electricity from 
atomic energy within 10 or 15 years. He 
and other British scientists want Gov- 
ernment research within the country de- 
voted exclusively to peacetime uses of 
the atom, leaving military research and 
development to an international agency 
subject to international controls. 
@ Basic handicap to Britain’s plans for 
atomic development is that the project 
must compete for money, supplies and 
man power with programs of more im- 
mediate urgency. 

Impoverished by the war, Britain is 
putting first energies into a drive to build 
up industrial production to the point 
where exports can be pushed to 75 per 
cent above the level of 1938. Problems 
of man power, coal supply and other 
issues linked directly to the vital export 
program occupy most of the economists 
in and out of the Government. | 

The result is that the development of 
an atomic power plant, important as it 
is, continues to be regarded as a second- 
ary undertaking for the British. In the 
present situation, many Britons feel the 
country cannot spare much of its time 
or energy for atomic experiments. 
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PLEAS FOR MORE AND BETTER BEER 
EMBARRASS BRITISH GOVERNMENT 


Problem is whether use of scarce 
grain for beverages would raise 
production by improving morale 


Reported from 
LONDON 


The British workingman’s taste 
for beer is putting Britain's Government 
on the spot. 

Miners insist they can't dig coal 
unless they have more and better beer. 
Brewers protest that they can't turn out 
stronger beer, or more of it, unless the 
Government lets them have more grain. 
Govérnment officials, caught in the mid- 
dle, ask despairingly how a grain supply 
already too short for food, can be 
stretched to provide drink as well. 

Brewmasters in Britain look enviously 
across the Atlantic, where the U.S. Gov- 
ernment has lifted most of its limitations 
on the use of grain for beer. In England, 
Government restrictions on brewers are 
more numerous, and more inflexible, than 
during the war. Too, British brewers are 
beginning to worry about the way watery 
beer has aroused the enthusiasm of tem- 
perance advocates as much as it has 
antagonized veteran consumers. 

@ What has happened is that the brew- 
ing industry in Great Britain has had to 
reduce both the quantity apd quality of 
its output at a time when the demand 
for beer seems unlimited. To stretch the 
supply as far as possible, brewers have 
decreased the alcoholic content of some 
of their beer 25 per cent below the pre- 
war average. Even normally, British beer 
is much weaker than American brews. 

A daily scramble among drinkers has 
resulted. In large cities the search is in- 
tensive for beer of prewar strength and 
palatability. Limitations on the hours 
during which the public houses, or pubs, 
are open, intensifies competition among 
thirsty consumers. 

The “hop-vine,” as it is called, has be- 
come a recognized service for those who 
like their beer strong. Agents of the “hop- 
vine” explore the London pubs, learn 
which ones have good beer on tap that 
day, and sell the information to workers 
at docks and factories at the rate of two 
pence (three cents) a customer. 


@ Complaints from irritated customers 
shower down on Government officials, 
the brewing industry, and those who run 
the pubs. 

A charge of politics is being aimed at 
the brewers. Suspicious Laborites accuse 
breweries in some districts of deliber- 
ately shutting off supplies in order to 
embarrass the Government. The breweries 
dismiss the accusations with the reply 
that they are in business to make money 
by selling beer, and the more the better. 

Production in the mines and factories 
reportedly is hampered by the shortage 
of good beer. Government officials con- 
cerned with production have said that 
output in the coal mines and the building 
industry might improve if workers have 
their prewar quota of malt beverage. 
Brewery companies expand this to de- 
clare that there is a clear connection 
between plenty of beer and high indus- 


trial output. An instructor at Oxford Uni- 
versity, in a radio talk, volunteered the 
opinion that even Oxford might serve 
the nation better if the students and 
faculty had a little more beer. 

The “poor man’s club”—the English 
pub—is having trouble maintaining its 
traditional position. The brewers, who 
own many of the public houses, take the 
view that the pub’s role as “the. most 
democratic institution in the land” will 
vanish unless there is enough beer with 
which to lubricate discussion among the 
customers. 

@ Causes of the situation in which Brit- 
ish brewers, consumers and the Govern- 
ment now find themselves are both agri- 
cultural and financial. Heavy rains last 
summer reduced English grain crops, in- 
cluding barley for beer. The need for 
conserving dollar exchange, combined 
with world-wide shortages has limited 
imports of the commodities required in 
the manufacture of beer. A scarcity of 
consumer goods, including Scotch whisky, 
has diverted purchasing power to malt 
beverages. 

@ Question now facing the Government 
is how to juggle all these factors and 
come up with an answer that will satisfy 
everybody. 





"ARF A PINT—NOT ’ARF ENOUGH 
Dim prospects at the “‘poor-man’s club.” 
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RUSSIAN INDUSTRY IS BOOMING 
IN TERRITORY TAKEN FROM JAPAN 


Exploitation of timber, coal and oil 
pushed in Karafuto as Soviet tries 
to bolster her position in Pacific 


Reported from TOKYO 
and WASHINGTON 


Russia is pushing her exploitation 
of former Japanese territory to strengthen 
her political and economic position in the 
Pacific. 

Soviet handling of Karafuto, the 
Japanese portion of Sakhalin Island now 
occupied by the Russians, is directed to- 
ward winning friends for Moscow among 
the Japanese population and in develop- 
ing the resources of the rich territory. 
Economic recovery is advanced farther 
there than in Japan proper. , 

First stories of how Russia administers 
this territory in the Northern Pacific, 
taken with Allied consent for joining in 
the war against Japan, are beginning to 
come out of the region. They are being 
brought into Japan by Japanese citizens 
of Karafuto, repatriated after living un- 
der Russian occupation for more than a 
year. 

@ The pattern of Soviet administration 
of Karafuto is designed to draw the ut- 
most from the territory. 

Japanese workers are treated as equals 
of the Soviet civilians. 

Food ration for Japanese laborers is 
larger in Karafuto than in Japan. 

Administration of Karafuto has been 

left partially in Japanese hands but under 
strict Russian supervision. 
@ Behind this program is Moscow’s 
acute need of laborers to exploit the ex- 
tensive resources of this cold and sparsely 
populated land. 

Already Karafuto’s coal production is 
soaring and her plants are supplying 
newsprint and other scarce commodities 
that are being exported to Russia proper. 

In addition, it is to the Kremlin’s ad- 
vantage to have Japanese repatriates con- 
vey a sympathetic picture of communism 
on returning to a homeland occupied by 
U.S. armed forces. These repatriates, 
before release, have been subtly indoc- 
trinated with anti-American propaganda. 
@ Economic interests are paramount in 
Moscow's drive to build up Karafuto. 
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The island has vast quantities of timber, 
coal and oil. In addition, the Soviets took 
over many Japanese factories that pro- 
duce such important products as paper, 
cellulose, artificial silk, synthetic oil and 
fertilizers. 

Timber products are getting para- 
mount attention from the Russians. 

Nine big paper mills have been taken 
cver by the Russians. Production still is 
below prewar output, which was 200,000 
tons annually. But one of the major mills 
has doubled its prewar production. 

The Soviets also have nationalized the 
major sawmills, which before’the war sup- 
plied Japan with up to 1,250,000 board 
feet of lumber annually. 

By relinquishing Sakhalin, Japan lost 
her biggest timber reserve. Before the 
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war, it supplied 30 per cent of Japan’s 
paper, 53 per cent of her wood pulp, one 
half of her cellulose and many shiploads 
of . lumber. 

Oil reserves are one of the main rea- 
sons for Russia's keen interest in Sakhalin. 
Most of the deposits are in the North, but, 
for more than 20 years, the mining con- 
cessions were held by the Japanese. 

In 1939, Sakhalin’s oil production 
totaled 3,869,000 barrels, of which Rus- 
sias share was 2,891,000 and Japan’s 
978,000. 

The oil fields of Sakhalin were surveyed 
by the Sinclair Oil Company in the early 
‘20s and the same U.S. firm also de- 
veloped some of the wells. The value of 
Sakhalin oil is that it freezes only at an 
unusually low temperature. Its usefulness 
as a lubricating oil for cold countries 
makes it almost indispensable to Russia’s 
growing industries in Siberia. 

Coal deposits of Sakhalin, according to 
Japanese and Soviet surveys, exceed 
2,000,000,000 tons. Most of the coal is 
on or near the surface, so mining is com- 
paratively inexpensive. It ranks with the 
best coal found in the Far East. 
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REPATRIATE SOLDIERS RETURN TO JAPAN 
From Sakhalin they bring tales of Russian development 
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Japan formerly got as much as 3,500,- 
000 tons of coal a year from the Sakhalin 
mines. Before surrendering, the Japanese 
military flooded 20 out of 28 major mines. 
The Russians, however, have most of 
them back in production and claim they 
are bettering Japanese output. Moscow 
recently announced its intentions of mak- 
ing the mines the best equipped in Rus- 
sian territory, with the hope of increas- 
ing production five-fold by 1950. 

Fisheries represent Sakhalin’s most 
important industry. Japan obtained 15 
per cent of her fish from the southern 
portion of the island and many of her 
fishing fleets, which operated in North 
Pacific waters, were based at Karafuto 
ports, 

Largest revenue came from herring, 
which was ground into meal and shipped 
to Japan for fertilizer. Trout, salmon, cod 
and crabs also abound in Karafuto waters. 

Last yéar, Japanese fishermen were re- 
quired for the first time to deliver their 
catch to the Government. In turn, they 
were paid wages by the Government. 
Japanese fishermen, who since have been 
repatriated, said their daily haul av- 
eraged much less than in the past be- 
cause the Russians would not permit 
them to operate out of sight of Sakhalin 
shores. 
€ Strategic interests of Moscow in Sak- 
halin are not yet clear. However, there is 
no conclusive evidence that the Russians 
are transforming the island into a major 
military base. 

Several airfields, built by the Japanese, 
are being improved. Frequently, Soviet 
military planes use these bases but on a 
limited scale. 

A naval base is being constructed by 
the Russians at Karafuto. However, Jap- 


anese repatriates had little information 
concerning the extent of this operation. 

Fortifications are being constructed by 
Japanese prisoners of war. 

Joseph Fromm, World Report's staff 
correspondent in Tokyo, learned from 
Japanese repatriates that, immediately 
following the Russian occupation, Jap- 
anese soldiers were rounded up and put 
to work, mainly at unloading ships. The 
prisoners of war work from 8 to 12 hours 
a day and receive Russian-type food. 
There are few reports of mistreatment. 

Some of the equipment the Soviets 

have brought to Karafuto was marked 
with the usignia Of Japan’s Kwantung 
Army, which surrendered in Manchuria. 
Other equipment is German. Cargoes also 
have included American canned goods 
and Canadian wheat. 
@ Political aims of the U.S.S.R. are 
to win over the 250,000 to 300,000 
Japanese still in Karafuto. However, the 
Russians are not carrying out a concerted 
program to indoctrinate the Japanese 
populace with Communist ideology. 

Schools are the exception. Japanese 
teachers have been retained, given in- 
doctrination courses in communism and 
instructed to carry out a similar program 
in their classes. 

The Russians also abolished the teach- 
ing of Japanese history and geography, 
just as the Americans have done in Japan. 

The Russian language was taught for 
a short time but was given up as im- 
practicable, for the time being at least. 
The teaching of English is permitted. 

Little effort is being made to force 
communism upon the population. In- 
stead, the Russians seem to be concen- 
trating on the Japanese youth in the 
hope of developing a new generation in 
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Karafuto that will be grounded solidly 
in the Communist doctrine. 

The press regularly carries articles de- 
signed to discredit the American occupa- 
tion of Japan. General MacArthur is 
accused of trying to convert Japan into 
an American colony and with suppress- 
ing the common people of Japan. 

Editorials appear frequently in Kara- 
futo’s only newspaper condemning the- 
retention of Emperor Hirohito as a viola- 
tion of the Potsdam Agreement. The 
paper, formerly the Nipposha, has been 
renamed Shinseimei, which means “New 
Life.” 

Political administration of Karafuto 
has been shaken up by the Russians. A 
Russian major general now serves as 
governor. The governor’s section chiefs 
dre Russians, but their assistants are 
Japanese. 

Most former officials of towns and 

villages have been removed from office. 
The mayor of Moaka said on his arrival 
in Japan that no elections have been held 
in that city. Repatriates from other vil- 
lages and towns say, however, that the 
Russians permitted them to name their 
own Japanese officials. 
@ Japanese labor is essential for the 
operation of Karafuto’s factories, mines, 
fisheries and farms. Women workers re- 
ceive the same pay and food rations as 
men. Some Japanese civilians are drafted 
for work, but they are paid the normal 
wage scale of from $25 to $50 a month 
and efficiency is rewarded in bonuses and 
special holidays, 

The daily ration consists of 330 grams 
of rice or flour. Rations are supplemented 
by produce from farms cultivated in spare 
time by the workers and operated by their 
respective companies. 

Farmland has been taken over by the 
Government and collective farming is be- 
ing planned. Farmers are paid wages and 
must turn their crop over to the Soviet 
administration. 

Private ownership of farmlands is pro- 

hibited, but the Russians permit Japanese 
to contmue to own their own homes. 
When Soviet officials take over Japanese 
residences they pay the prevailing rent 
scale. 
@ Russian civilians are increasing in 
number and now total approximately 
40,000. Most of them are from the 
peasant class, come from North Sakhalin 
and are not happy about settling in the 
former Japanese territory. The Russians 
who have emigrated to Karafuto are 
not receiving favored treatment in com- 
pensation, food or housing. 

The Soviet radio and press, mean- 
while, appeals regularly to war veterans 
to move to Sakhalin. The new settlers 
are being promised loans for building 
homes or purchasing farm equipment, 
which indicates that Moscow is having 
trouble convincing her people that going 


‘to Sakhalin no longer means exile to 


“the end of the -world.” 
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Housing Lag in Britain and the U.S. 


A comfortable place to live is still the No. 1 
problem for millions of Americans and Brit- 
ons. The Worldgraph shows the pace of the 
progress each country is making toward a 
common goal: homes enough for everybody. 
The two countries have had remarkably simi- 
lar experiences in their housing programs, 
both in progress and in delay. The U.S., 
which needs 3,715,000 new housing units, 
probably completed 700,000 in the 12 months 
before January, roughly 18 per cent. Britain, 
which needs 750.000, finished an estimated 
125,000 units, or about 16 per cent of the goal. 


In making this much headway, each coun- 
try has encountered identical obstacles. Nei- 
ther has had sufficient materials available to 
build all the houses wanted. In the U. S., Gov- 
ernment price controls got much of the blame 
from builders for the shortage of materials. In 
Britain, the scarcity goes back to sources. 
England can’t buy abroad all the timber she 
needs. Nonessential building also has been 
criticized for diverting materials from hous- 
ing. Judging from the progress made so far, 
it will be years before the U.S. and Britain 
solve completely their housing problems. 
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from Siberia 


(For more than a year the fate of 
Japan’s Kwantung Army has been a 
mystery. The crack Imperial troops 
who faced the Russians in Man- 
churia, and thousands of other Jap- 
anese soldiers in Manchuria and 
Korea vanished after V-J Day. Froni 
600,000 to 900,000—no one knows 
the exact number—have been “miss- 
ing” since they were taken prisoner 
by the Russians in August 1945. 

(The first authentic news of what 
happened to that “lost army” has 
come out of Siberia, legendary land 
of Russian imprisonment and exile, 
with the first group of Japanese pris- 
eners of war to be returned to Ja- 
pan. The following account of their 
experiences was obtained by Joseph 
Fromm, WORLD REPORT corre- 
spondent in Tokyo, in talks with of- 
ficers and men of the first contingent 
to be repatriated.) 


HE LONG MONTHS of waiting and 
§ prwheess are over for Kinichiro 
Shibata, one of the many thousands of 
Japanese prisoners who were taken to 
Siberia by the Russians. Shibata now is 
back in Japan—a new Japan ruled by 
the Allies—after 16 months as a pris- 
oner of the Soviet Army. He, and those 
fortunate few who returned with him, 
brought back the first authentic ac- 
count of the fate of the Japanese troops 
who vanished behind an impenetrable 
curtain of official Russian silence after 
V-J Day. 

300d-natured, candid and _ dispas- 
sionate, Shibata, at 54, has a record of 
17 years of professional soldiering and 
17 years of farming. In 1928, he was 
retired as commander of the Japanese 
garrison m Northern Korea and inva- 
lided out of the Army with tuberculosis. 
He remained at Genzan, Korea, to op- 
erate a 50-acre farm he had bought. He 
had 10 tenants who cultivated most of 
the acreage while he devoted his time to 
an apple orchard. Shibata and his wife 
reared a family of six during those quiet 
years. 

Soldiering was a thing of the distant 
past on Aug. 12, 1945, when Shibata 
was recalled to active duty. Soviet Rus- 
sia had entered the war against Japan, 
and for the first time the conflict’ was 
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HOW RUSSIA TREATS 
JAPANESE PRISONERS 


brought home to the 15,000 Japanese 
among Genzan’s 135,000 inhabitants. 

Shibata took command of the Gen- 
zan garrison of 800 men, half Japanese 
and half Koreans. Then, before they 
could see action, Emperor Hirohito 
broadcast his Imperial Rescript order- 
ing the Japanese armies to lay down 
their arms. Shibata and his men pre- 
pared to obey. 

Awaiting the arrival of the Soviet 
Army, Shibata passed on to his men the 
order: “Do not take the offensive, put 
if fired upon retaliate.” 

The Koreans, meanwhile, decked the 
city with red flags and made ready to 
welcome their “liberatars.” 


THE RUSSIANS ARRIVE 


Shibata got his first glimpse of the 
Russians on Aug. 31, 1945. At 10 
oclock in the morning, a Soviet con- 
voy, consisting of two small cruisers 
and several mine sweepers, sailed into 
the harbor. 

A few hours later Captain Shibata 
and 14 other officers were summoned 
to the flagship. After disarming him- 
self and his men, Shibata went aboard. 

The Russians received him cordially 
and assigned him to quarters with non- 
commissioned officers. They asked him 
no questions and gave him no informa- 
tion. Shibata remained aboard four 
days, during which time he was fed 
adequately, given cigarettes and U.S. 
magazines, and was allowed to exercise 
on deck. But not once did the Russians 
raise any questions concerning the 
surrender or disposition of his men. 

On August 25 the Japanese garrison 
commander and his officers were taken 
ashore to a naval aircraft factory, where 
the Genzan garrison and 1,000 Jap- 
anesé troops from another sector had 
been interned. The prisoners were held 
there four days and were fed from the 
factory's rice stocks. Then they were 
moved to barracks 80 kilometers from 
Genzan. Enlisted men marched the dis- 
tance in three days, while Shibata and 
the officers were transported by train. 

The Russians allowed the Japanese 
officers to remain in command of their 
troops and took only half-hearted 
measures to guard the prisoners. 


The Japanese thought they were on 
the way to Japan. They were given no 
reason to believe otherwise. In fact, 
when they finally arrived at the port 
of Konan on October 8, they were told 
they were to be repatriated. 

Actually, the Russians had other 
plans for Shibata and his men and 
from 600,000 to 900,000 other Jap- 
anese troops who were captured in 
Northern Korea and Manchuria. 

On the night of October 15, Shibata 
and some 3,000 officers and enlisted 
men were loaded aboard a Russian 
transport. This, they thought, was to 
be the last lap of the journey back to 
Japan. Two nights later, when the 
transport docked at Vladivostok, they 
still assumed they were homeward 
bound and would be in sight of home 
soil on the morrow. Not until dawn of 
October 19, when their ship docked at 
Nakhodka in Siberia, did they realize 
that they were not going home. 

The Russians offered no explanations. 
Shibata was apprehensive about the 
future and, with Japanese fatalism, pre- 
pared for the worst. 

Still without offering a clue to their 
fate, the Russians marched the Japanese 
off the ship and put them on the road to 


Suchan, some 30 miles from Nakhodka. 


They made the march in two days. 

At Suchan they were quartered in 
what formerly had been a military bar- 
racks at a coal mine and learned what 
the future held for them. They received 
new, warm clothing—uniforms, boots 
and fur hats that had been seized from 
Japanese supplies. The Russians told 
them tat the enlisted men were to 
work in the coal mines and the officers 
were to serve as overseers. The Rus- 
sians promised them excellent food and 
displayed charts of the menus they 
could expect. 

For six months—from late October 
until early April—Shibata was employed 
as a battalion commander at the mines. 
He found that the Japanese were 
treated fairly well, but not as generously 
as they had been led to expect. Shibata 
recalls, however, that, on the whole, 
the Japanese and Russian miners were 
given much the same treatment except 
that the Russians had better food. 

The Japanese were worked eight 
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Former Army Officer, Recently Released, 
Tells of Life in Coal Mine, Timber Camp 


hours a day, six days a week in the 
mines. They were told they would be 
paid for their labor on the basis of 
efficiency, with the cost of their food 
being deducted from their pay. But 
during the six months that Shibata was 
at Suchan, he received no pay. 

The Japanese miners were divided 
into teams of 30 men each. A Russian 
supervisor judged the efficiency of each 
team, and the most efficient were given 
“bonuses.” Presumably, the Russians 
worked on the same basis. The Jap- 
anese and Russians were allowed to 
mingle freely in the pits and got along 
fairly well. The prisoners, however, 
were shocked by the poor living condi- 
tions of the Russian miners. 

The mines were operated by Civilian 
Government officials who, Shibata be- 
lieves, had been instructed to treat the 
Japanese with a minimum of severity. 
Most complied, but some were tough 
and took advantage of the prisoners. 
One official was caught pilfering sup- 
plies intended for the prisoners and was 
sentenced to 10 years in prison. 


EMPHASIS ON OUTPUT 


The Russian officials, even the most 
lenient, cracked down on Japanese and 
Russian miners alike when they were 
given quotas to fill. They seemed to 
live in fear of failure to achieve their 
goal and drove the miners to the last 
shovelful. 

The quality and quantity of the food 
depended largely on the supply situa- 
tion. When supplies arrived regularly, 
the food was fairly good. When: the 
supplies failed to arrive, there often was 
not enough to go around. The daily 
menu consisted of millet, kaoliang, beans 
and salted fish. Russian miners got the 
same, plus a ration of white bread. But 
the Japanese, accustomed to stomach- 
filling rice, seldom felt that they had 
had enough to eat and complained 
among themselves. 

A number of prisoners were hos- 
pitalized from malnutrition. Some, who 
had fought in the tropics, came down 
with malaria and other tropical dis- 
eases, which the Russian doctors were 
unable to diagnose. The Russians 
seemed to base their diagnosis on ex- 


ternal symptoms only. When a man 
came down with malarial fever, they 
hospitalized him when his temperature 
went up but discharged him when it 
returned to normal. 

The coal mines were primitive, but 
rigid safety measures were enforced, 
and the prisoners were given lectures in 
mine safety. During Shibata’s stay at 
Suchan, a few men were injured by fall- 
ing coal but there were no serious ac- 
cidents. 

U.S. Army intelligence officers have 
voiced the suspicion that the Russians 
were trying to indoctrinate Japan's 
Kwantung Army with Communist ide- 
ology, as they did German prisoners 
during the war in Europe. Shibata’s ex- 
perience with the Russians, however, 
suggests that they were more interested 
in the working efficiency of Japanese 
prisoners than in their political views. 

Shibata found an almost complete 
absence of political indoctrination. 
While he was at Suchan, the Russians 
showed one film, “The Russian Revo- 
lution,” and let it go at that. A news- 
paper Nihon Shimbun, published for 
all Japanese prisoners in Siberia, was 
distributed several times a week. It fea- 
tured “news” praising Soviet policies 
and attacking American and British pol- 
icies and actions. It also featured labor 
unrest and unfavorable news generally 
from Japan. 

The Japanese prisoners, however, 
had little confidence in the veracity of 
the news, particularly after they heard 
their Russian coworkers complain bit- 
terly about the Soviet press. Shibata, 
summing up his impression of Nihon 
Shimbun, recalls: “I used to roll ciga- 
rettes with it.” 

A handful of Japanese soldiers with 
leftist leaning did attempt to organize 
a Society of Comrades, but not mure 
than a dozen of the 600 at Suchan 
enrolled. 

On April 7, 1946, Shibata realized 
that the Russians were using the pris- 
oners to alleviate their own man-power 


. shortage and to push their five-year plan 


for industrial reconstruction, particular- 
ly in the production of coal and timber. 
That might explain Russian delay and 
reluctance to repatriate the Japanese 
prisoners, 








On that day he was transferred to 
command 788 Japanese who were fell- 
ing timber at P. O. W. Camp No. 5. 
He was told it was part of the Five-Year 
Plan and was asked to co-operate. 

Conditions at the timber camp were 
somewhat better than at the mines. The 
food was better and a tobacco ration 
was issued daily (5 cigarettes for enlist- 
ed men, 10 for hospital patients and 15 
for officers). The Japanese had been 
promised a similar ration at the mines 
but rarely got it. 

The wages promised at the mines 
actually materialized at the timber 
camp. As battalion commander, Shibata 
drew 85 rubles a month. Soldiers en- 
gaged in heavy labor theoretically re- 
ceived 200 rubles a month, but the Rus- 
sians deducted the cost of the food, ciga- 
rettes and other items, and the enlisted 
men ended up with very few rubles. 


HOME AGAIN 


In October, six months after Shibata 
had taken command at Camp No. 5, 
he was told that, because of his age 
and physical condition, he would no 
longer be required to work. 

After six weeks “vacation” (with spe- 
cial food), he was escorted to Nakhod- 
ka, provided with a new uniform and 
informed that he was to be placed in 
charge of the first group of prisoners 
to be sent home to Japan from Siberia. 

Shibata and 5,000 other Japanese 
P.O. W.’s were processed by the Rus- 
sians. Their baggage was searched for 
printed materials and money. On De- 
cember 4, they were loaded on two 
Japanese transports. 

On arrival at Maizuru three days lat- 
er, they were processed again—by 
American and Japanese officials—and 
questioned about conditions in Siberia. 
After receiving 300 yen, food and rail- 
road fare, they were released from quar- 
antine and sent on to their homes. 

Shibata found that his wife and chil- 
dren had been repatriated from Korea 
in May and were living on a farm out- 
side Tokyo. 

Back in his homeland, Shibata was 
convinced of one thing: 

“I am sure that, despite any efforts, 
the Russians will have little success in 
converting Japanese soldiers to com- 
munism. The Japanese have been 


. Shocked by the low standard of living 


they found in Siberia, and they feel 
that the people are not happy. They 
feel that if that is communism, they 
want no part of it.” 
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PRICE-WAGE DILEMMA 
CONFRONTS BOLIVIA 


New regime’s big problem is how to 
satisfy tin miners’ demands without 
losing exports through high costs 


Reported from LA PAZ 
and WASHINGTON 


Tin, now in urgent demand in 
the U.S. and other industrial countries, 
is to confront the new Government of 
Bolivia with a difficult choice. 

If the Administration yields to 
miners’ demands for higher wages, Bo- 
livia may find herself priced out of a 
large part of her market when world 
demand eases. 

But, if wage increases are re- 
fused, the resulting unrest may wind up 
in a revolution. 

In either case, trouble is likely, for tin 
exports are the economic lifeblood of 
Bolivia. And the miners union, aggres- 
sively led, is the most militant of the 
country’s labor organizations. 

@ Three handicaps pyt Bolivian tin at a 
disadvantage in world markets. 

The ores are complex and some are of 
low grade. Bolivian ores are difficult to 
smelt. Some are not worth producing 
when market conditions are normal. 

Transportation is expensive. Costly 
movement over mountain railroads is 
necessary to lay tin concentrates down 
in seaports for shipment to smelters in 
the U.S. or the United Kingdom. 

Labor costs, low by U.S. standards, 
are higher than those in the mines of 
Asia and Africa. Bolivian operators say 
that, when housing and other benefits 
are figured in, their miners wages are 
the equivalent of $2.20 to $2.50 a day. 

Employment, however, is intermittent. 
Life is hard at the high altitudes where 
the mines are located. Working condi- 
tions often are harsh. 

@ Increased prices are being sought by 
a Bolivian mission now in Washington. 
The mission represents owners whose 
mines turn out about half of Bolivia's 
production, and who sell their tin to the 
U.S. Reconstruction Finance Corpora- 
tion. Their concentrates are refined in the 
RFC: smelter at Texas City, Tex. Con- 
centrates from the other large mines 
in Bolivia, owned by Simon Patino, 
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are shipped to the United Kingdom. 

The RFC bought Bolivian concentrates 
last year for 67 cents per pound of 
metallic tin, effective at South American 
ports. Bolivians now want 76 cents, de- 
claring that increased costs of labor make 
the higher price necessary. U. S. officials 
say 76 cents is out of line with world 
prices. They add that, although the de- 
mand for tin is strong, enough concen- 
trates are on hand or under contract to 
keep the Texas City smelter going for 
several months. 

Tin miners, meanwhile, want Govern- 
ment support for wage increases. 

@ The Bolivian Administration that will 
have to deal with tin and other problems 
is likely to be a coalition, with supporters 
of the two leading contenders for the 
Presidency participating. Each promised, 
if elected, to inélude partisans of the 
other in his Cabinet. 
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VICTOR AND VANQUISHED WHO ARE PLEDGED TO JOIN FORCES 


Dr. Enrique Hertzog 


Dr. Enrique Hertzog, supported by 
rightist and centrist parties, apparently 
received the most votes at the January 5 
election according to unofficial returns. 
The outcome will not be settled finally, 
however, until Congress makes an official 
certification of the vote. Hertzog has 
promised the tin miners more money. 

Luis Fernando Guachalla got nearly 
as many votes as Hertzog. Congress may 
declare Guachalla to be President. He 
was the candidate of leftist groups, in- 
cluding the strong Leftist Revolutionary 
Party (PIR), a Marxist group. He, too, 
is expected to support higher wages for 
tin miners. 

Legislative champion of increased 
wages will be Juan Lechjn, aggressive 
leader of the tin miners’ union, who has 
been elected to the Senate. Bernard S. 
Redmont, staff correspondent of World 
Report, in a dispatch from La Paz, refers 
to Lechin as “the John L. Lewis of 
Bolivia.” 

Prospects are that the new Adminis- 
tration will throw its weight behind the 
move for higher wages. Mine owners may 
be able to pass part or all of the increase 
on to processors and users while tin sup- 
plies are tight. But, when the accum- 
ulated demand for tin has been met, pos- 
sibly within two years, Bolivia will have 
trouble selling at high prices. 

The Bolivian Government may cushion 
readjustment by giving mine owners a 
more favorable rate of exchange. But, 
even so, eventually there is likely to be a 
partial shutdown of Bolivian mines, fol- 
lowed by economic stagnation and a wage 
cut that will bring on serious disorders. 
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Luis Fernando Guachalla 








- ee re ee ee ete 








Commodities 


Reg. Appa. for U. 8. Pat. Off. 





EUROPEAN NATIONS LOOK TO WINE 
TO HELP IN FINANCING RECOVERY 


Need for ready cash intensifies 
struggle for export markets, but 
competition may force price break 


Wines are being hurried to world 
markets by European countries that ex- 
pect their vineyards to produce the ready 
cash they need for recovery. 

Producers are in vigorous com- 
petition to sell their wares in countries 
with sound currencies. In some cases, 
manufacture of consumer goods is being 
forced into a secondary position by the 
campaign to produce wines for export. 

The struggle to recapture old markets 
and to develop new ones is becoming so 
intensive that a break in the present high 
prices for many wines is likely some 
time this year. The price adjustment is 
expected particularly in brands and vin- 
tages that had established reputations. 
@ Production of wine this year may ex- 
ceed the 5,500,000,000-gallon record. 
Vineyards are being restored rapidly to 
their prewar condition. In France, Italy 
and Germany, areas which were hard 
hit by war damage are producing once 
more. Spain and Portugal are putting 
new emphasis on their wineries, which 
were neglected during the war years. 

Biggest problems at the moment are 
shortages of man power, fertilizer and 
bottles. Vintners are planning on the pos- 
sibility that 1947 will be a good vintage 
year, Given favorable weather, they hope 
to reap a rich crop. 

French wines are being offered again 
in the shops of the U. S., Canada, Sweden, 
Switzerland and Latin America. Buyer re- 
sistance is beginning to set in against the 
high prices but sales are substantial, 
nevertheless. re 

Aided by their price advantage, spar- 
kling wines from New York and Cali- 
fornia are cutting heavily into the sales 
of French champagne in the U.S. 

Inflation and scarcities, plus higher 
costs for labor, have contributed to the 
pricing problem. Another important fac- 
tor is the black market. Illegal traffic in 
wine has become so widespread in 
France that the Interim Government of 
Léon Blum has opened a campaign of 
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French wine for the carriage trade 


arrests and prosecttions in an effort to 
stop the bootleg trade. 

Production in Italy is receiving the 
support of Great Britain, which tradition- 
ally provides a good market for certain 
types of Italian wines. For the time being, 
Marsala wine from Italy is being dis- 
tributed to Britons through a contract 
made by the Ministry of Food. 

Italians are apprehensive that the 
British Government may withdraw its 
support later. Their best hope is that it 
will last long enough for Marsala to 
establish itself in the permanent market 
of Britain’s private importers. 

Veltlina wine from Italy, produced on 
the southern slopes of the Alps, is very 
popular in Switzerland. The Italians are 
pushing output of this vintage because 
the Swiss franc is one of the strong cur- 
rencies of the world today. 

Spain and Portugal are trying to make 
the most of their production of sherry 


and port. In the U.S., however, high 
inventories of those varieties are handi- 
capping the quest of Spain and Portugal 
for dollars. And American wines of simi- 
lar types, paying no duty, are cutting into 
sales of the Ibernian Peninsula’s products 
inside the U. S. 

Grape acreage in the U.S. provides 
wine that satisfies 95 per cent of Ameri- 
can demand. Planting has been increas- 
ing steadily since the depression. And 
returns to growers have gone up without 
subsidies from the Government. 
qj Competition in the world’s wine in- 
dustry is intensified by a new effort to 
export some wines from the U.S. Sales 
relations are being established in Canada, 
Central America and Scandinavia, all of 
which import wine. 

In Germany, meanwhile, the Ameri- 
can Military Government is getting ready 
to return Rhenish wines to the U.S. 
market next spring. Interest of the AMG 
is to help defray occupation costs in its 
zone and to keep Germans employed in 
a type of work that requires little ma- 
chinery. 

In the French zone of Germany, which 
includes most of the grape areas in the 
Rhine and Moselle valleys, a struggle 
over wine is going on between France 
and Britain. The situation is this: 

The French Military Government is 
requiring that the “hock” and “moselle” 
from Germany be shipped to Alsace. 
There bulk wine is bottled in the city 
of Colmar and so labeled, with the name 
of the producing estate in Germany also 
given. 

Britain has substantial investments in 
German vineyards. The Rhine and Mo- 
selle wines long have been popular in 
England. And British shippers who sell 
German wines abroad argue that fa- 
miliar labels will attract more -sales. 

@ World sales of wine are likely to be 
high for several years as European pro- 
ducers continue to look upon their grapes 
as a “cash crop” that is quickly con- 
vertible. : 

To keep production high, too, vine- 
yard workers will be kept on the job 
instead of shifted to factories turning out 
things for home consumers. As thé com- 
petition grows this year, pressure is 
likely to develop to a point that will force 
prices down. 


JANUARY 21, 1947 © 29 





















: Sp {oa Pat. Off. 


PROFITS OF U.S. AIR LINES CUT 
‘BY INROADS OF RIVALS ABROAD 


Bigger planes, pooling of facilities 
and possible aid from Government 
included in plans to offset losses 


Expansion of world routes by 
U.S. air lines since the war is not re- 
turning expected profits. Despite this tre- 
mendous enlargement, U.S. domination 
of the world’s commercial airways is be- 
ing increasingly challenged by other na- 
tions. 

Income from international air 
routes has dropped precipitously in the 
last year. Passenger demand is falling off. 
Progressive rate cuts on some lines have 
been forced by intense competition from 
the companies of other nations. 

The current difficulties of the world’s 
air lines stem directly from the rush to 
satisfy pent-up demand for high-speed 
international travel that followed the 
end of fighting. U.S. companies jumped 
into an immediate lead on most routes. 
The availability of new sky liners gave 
the American services an advantage 
that could not be matched by any other 
nation. 
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MOUNTING LABOR COSTS 
Bigger planes will cut personnel 
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@ Overexpansion on the part of several 
companies resulted. Many invested in 
surplus equipment of the U.S. Army that 
already is outmoded by postwar planes. 

Extension of routes to cover the world 
necessitated development of terminal fa- 
cilities. In 1946, U.S. lines added 68,000 
miles to the international routes, bringing 
the total to 175,000. The initial expense 
of establishing elaborate ground organiza- 
tions was enormous. 

In addition, many of the costly aids to 
navigation such as radio facilities and 
rescue equipment, provided by the mili- 
tary services during the war, now must 
be furnished in large part by private 
companies. 

Concurrently with increased expendi- 
tures for the expansion of services, the 
air lines are faced with continually rising 
costs of operation. Labor costs and the 
price of new equipment have gone up 
substantially since the end of the war. 
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As a result of the rise in costs and drop 

in passenger demand, some of the com- 
panies have canceled orders for new 
equipment. 
@ Competition from abroad is becom- 
ing more intense. Originally, the lines of 
Britain, France, Holland, Canada and 
Scandinavia were handicapped by a lack 
of modern planes. To overcome this dis- 
advantage, precious dollars were allocated 
by the respective countries for the pur- 
chase of the latest types of U. S.-built 
craft. These will be used until Britain, 
France and the others can manufacture 
planes that will match the performance 
of those of the United States. 

Government backing has aided com- 
panies of other nations in their efforts to 
overtake the U.S. in the air. These 
countries employ the “chosen-instrument” 
principle by which one government- 
owned, or sponsored, line is given a na- 
tion's monopoly on certain routes. 

Citizens of other countries are finding 
it advantageous to fly on their own 
flag lines. Currency controls in most 
countries make it difficult to pay dollars 
for passage on U.S. planes. Other ad- 
vantages are apparent, such as ease in 
clearing customs. 

Effect of international competition is 
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HAZARDS AND DISCOMFORTS OF AIR TRAVEL 
Safety factors and passenger comfort are due for increased attention 














reflected in the decreased pay loads on 
American lines. This is especially true 
on the North Atlantic route which was 
dominated almost completely by the 
U.S. at the end of the war. Planes of 
other nations now are carrying half the 
passengers flying across the North Atlan- 


tic. Nearly all planes westbound are filled 


to capacity, due to the backlog of per- 
sons in Europe wishing to come to the 
U.S. But, many planes are flying from 
the U.S. to Europe nearly empty. 

On every European route they fly, 
U.S. lines are competing with at least 
one, and often more, rivals. The British, 
Dutch and Belgian services have flights 
between nearly all of the major cities to 
which American planes are scheduled. 

Competition from the British is be- 
ginning to make itself felt in South Amer- 
ica. The British line has flights sched- 
uled 10 times weekly from Europe to 
South America, with links connecting 
most of the countries. During 1946, it 
carried 5,041 passengers for a total of 
23,799,151 miles. In addition, 558,556 
freight-ton miles and 584,935 mail-ton 
miles were flown. 

In the Pacific; principal contenders 
against U.S. superiority are the Austral- 
ians and Dutch. The Australians have 
started a service to Canada. The Dutch 
plan to link the Netherlands Indies to the 
West Coast of the United States, com- 
pleting their circuit around the world. 

Competition is coming also from the 
return of ocean travel. Luxury liners, not 
available during the war, are taking some 
of the potential air travelers. 

Against this backdrop of difficulties, 
the U.S. lines flying world routes are 
reconsidering their plans. 

@ New projects call for the early sub- 
stitution of larger planes capable of 
carrying bigger pay loads with the same 
size crew. Operating costs are expected 
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to drop sharply when planes can carry 
approximately double the present num- 
ber of passengers. Officials of U. S. com- 
panies believe that the big planes being 
produced will assist in recapturing much 
of the traffic now being carried by the 
services of other nations. Improved air 
liners built in the U.S. are considered to 
be well ahead of those of other countries. 

U.S. companies may pool terminal 
facilities. This may lead to joint use of 
planes over highly competitive routes, so 
that profitable loads can be carried. Such 
common action on the part of the carriers 
eventually may find U.S. private com- 
panies in effect matching the “chosen- 
instrument” device of the other nations. 

Revenue freight will be carried by more 
and more planes of the scheduled air 
lines. Transport of air cargo is recognized 
as a developing source of income in the 
future. The lines are anxious to win 
freight contracts on international routes 
to prevent contract carriers from cutting 
too deeply into this profitable field. 

Passenger service is to be improved to 
match the comforts of ocean travel. 
Terminal facilities will be modernized. 
The airways recognize that people no 
longer fly for the glamor; that there must 
be more customer appeal. 

Safety facilities will be improved, as 
more and more air lines install radar and 
other devices for flying under all weather 
conditions. 

@ The alternative to the plan of U.S. 
companies for meeting world competi- 
tion may be more assistance from the 
Government on world routes. Increased 
subsidies through airmail contracts may 
result. Pooling of facilities, to place U. S. 
companies on a par with their interna- 
tional rivals, may be allowed. The U. S. 
Government may give the lines more of a 
helping hand to aid them to take over the 
dominant position on world air routes. 
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MOUNTING COMPETITION ON INTERNATIONAL ROUTES 
Economies, improved equipment, pooling of facilities are U. S. uues answer 
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to his church or school, 
a Deagan Carillon per- 
mits the entire com- 
munity to share your 
memories of a soldier 
hero. Each day, 
as these glorious 
bells ring out, 
they reaffirm to 
all the qualities that were his in life. 

No other bells can mean so much... 
for no other bells can give so much. 
Their full, rounded tones are those of 
genuine tubular bells—their sincerity 
unmarred by artificial build-up of any 
kind. The richness and purity of their 
song peals forth without distortion. 
Their music stirs the heart with a 
power given only to genuine bells. 

For more than three generations, 
churches all over America have called 
upon Deagan for true Carillons. Today 
this entire fund of experience in the 
creation of living memorials is available 
to those who select this tribute of heroic 
quality to honor their heroic dead. Par- 
ticulars on request. ... J.C. Deagan,Inc., 
378 Deagan Bldg., 1770 Berteau Ave., 
Chicago 13, Ill. 
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CHANGING MASTERS OF THE SAAR 
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‘ —Wide World 
INTERNATIONAL control came to the Saar after World 
War I. Here, under League of Nations trusteeship, the 
British contingent in Saarbriicken takes over the guard 
from the Italian detail. France received absolute possession 
of the mines as a reparations payment from Germany. 
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WHY THE FRENCH 
WANT THE SAAR 


The Saar Basin is a 30-by-16-mile spot on the map, 
squeezed between France and Germany. But 9,000,000,000 
tons of coal, lying beneath its ave hills, give it an 
international importance out of all proportion to its size. 

Because of its coal, the Saar has known many masters. 
Because of coal, a population of 900,000 is squeezed into 
a density of 2,000 to each square mile. Because of coal, 
great factories sprawl over the ground above the mines. 
Because of coal, the Saarlanders today are better fed than 
are their neighbors. Because of coal, France would seal off 
the Saar from the rest of Germany and tie it irrevocably 
to her own economy. 

Before the war, the Saar produced goods worth 
$150,000,000 a year. About $125,000,000 of that came 
from the coal mines and the industries that depend upon 
them. One in every 17 Saarlanders goes down into the 
earth to dig coal. Miners start their underground > 
prenticeship in their early teens. The boys shown at the 


‘right, already know wherein the Saar’s wealth lies. 


The map at the left shows the Saar customs district set 
up by the French last month. It includes an agricultural 
area to the north which the French incorporated with the 
Saar last July. Although larger than the original Saar, the 
added territory has less than one tenth as much population. 

Today, the enlarged Saar, unique among German areas, 
is paying its own way. Coal production, 900,000 tons a 
month, is at 80 per cent of the prewar peak. For France, 
the Saar has other assets. The Saar’s steel feeds French 
factories. Its chemicals restore fertility to French soil. Its 
glass helps rebuild French homes. 


—Acme 
GERMAN sovereignty was restored in 1935, when a 
League-conducted plebiscite indicated a 9-to-1 majority of 
the people favored reunion with Germany. The Nazis con- 
ducted a whirlwind campaign before the vote. The riotous 
celebration marked Hitler’s visit as the Nazis took over. 
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—Black Star 
UNITED STATES forces drove the Nazis out of the Saar 
in 1945, and rounded up these frightened townspeople. 
In most of the Saar area, war damage was surprisingly 
light. As the tide of battle rolled across the valley, the 
miners kept on digging coal in the underground pits. 


French Press & Information 
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—Acme 
FRENCH occupation forces took over and the Saar was 
included in the French zone. In July 1946 an area to the 
northward was linked administratively with the Saar. In 
December, a customs barrier was thrown around the 
district, and these inspectors were posted at the frontiers. 
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—French Press and Information 
COAL underlies the Saar, nourishes Saar indus- 
tries. Much of what these miners dig is shipped 
out by rail and in Saar River barges. The rest is 
used to run the factories, smelt the iron and pro- 
vide raw materials for the synthetic chemicals. 








—Black Star 
STEEL is the Saar’s most valuable commodity. 
These workers tapping a furnace are releasing a 
flood that in prewar days had an annual value 
nearly twice that of the coal output. Because of its 
better coking qualities, some Ruhr coal is used. 


—Prench Poon and Information | 
GLASS manufacture is being expanded in the 
Saar today because of the heavy demand for glass 
in the rebuilding of Europe. Other industries now 
providing goods for French consumption include 
chemicals, ceramics, electrical goods and power. 
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ISOLATING THE SAAR 
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FOOD for the Saar is shipped from France to provide a ration of 3,500 calories a day, more than double the allowance 
elsewhere in Germany. This prewar market scene is again typical in Saarbriicken. Well-fed workers produce more goods. 
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ISOLATION by means of the customs barrier is necessary, the French explain, to keep the Saar’s liberal supplies of food 
from filtering into other areas through the black market. “Douanes,” on this new border sign, is French for “custom house.” 
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g er: ABILITY of George Catlett Mar- 
shall is one of the rare things that 
has come to be taken for granted in the 
U.S. At the same time, what General 
Marshall has done is far better known 
than how and why he did it. 

This unique position is to have both 
advantages and disadvantages for Mar- 
shall in his new job as Secretary of State. 
Widespread endorsement of his appoint- 
ment appears to carry a popular expecta- 
tion of immediate diplomatic achieve- 
ments. Automatically, Marshall is put 
next in line of succession to President 
Truman. Whatever his own wishes, Mar- 
shall is a prospect for President or Vice 
President in 1948. 

Marshall has grown steadily and rather 

quietly as a public figure. He has few 
critics and no active enemies. In reach- 
ing his present position of eminence, 
Marshall’s admirers believe, he has ex- 
hibited only part of his broad grasp of 
the nation’s interests. 
@ Marshall’s performance in World 
War II, in simple terms, falls into two 
parts. Starting almost from scratch, he 
built up the U.S. Army to the size 
needed. Then he influenced the course of 
the war so that the Army was used to 
defeat Germany first, according to the 
strategy he favored, and then Japan was 
eliminated. The Army thus regards him 
as the strategist of victory. 

Marshall became Chief of Staff on the 
day Germany invaded Poland, Sept. 1, 
1939. He started with 174,000 troops and 
had 8,300,000 to help him when the Axis 
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. THE NEW SECRETARY OF STATE AND MRS. MARSHALL 





was finally brought to its knees in 1945. 
To President Truman, who relishes his 
own experience as an artillery officer in 
World War I, Marshall is a hero, history's 
greatest commander. To professional 
analysts, he is consistently at his best as 
a planner and an administrator. Marshall 
won his way into the textbooks on World 
War I by executing a classic transfer of 
600,000 troops and their supplies from 
St. Mihiel, as desired by Gen. John J. 
Pershing. 
@ Marshall’s capacity is disclosed by a 
close look at the circumstances in which 
he has worked. He enjoyed the full sup- 
port of President Roosevelt, who ad- 
vanced him to Chief of Staff. But in order 
to get the men and money the Army re- 
quired, he had to gain and hold the 
confidence of the country and of Con- 
gress. He skillfully urged an early draft 
and successfully petitioned Congress for 
the billions which, among other things, 
made possible the development of the 
atomic bomb. 

In larger fields, Marshall, soon after 
Pearl Harbor, helped attain the unity of 
command among the Allies that took four 
years to establish in World War I. But, 
in order to get his chief idea adopted, a 
massive invasion directly across the Eng- 
lish Channel into Nazi-held Europe, he 
had to overcome tremendous opposition. 
Perhaps more than any other one man, 
Marshall was responsible for that de- 
cision. Winston Churchill had other ideas 


of strategy and Joseph Stalin wanted the - 


invasion carried out earlier. 
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She finds him “not overly modest” but having “a sense of humility” 


MARSHALL: New Policy Maker 


The General shows a will to persevere 
in the face of unexpected events. For 
example, he underestimated the strength 
of Russia's resistance to Germany in the 
summer of 1941. He was shocked but un- 
dismayed by the disaster at Pearl Harbor. 
He criticized a wartime threat of a rail- 
road strike at Christmas 1943, but refused 
to get into debate with union leaders. His 
recent mission to China tried his patience, 
but he indicated he felt it worth a year 
of his time even if it only enabled him to 
size up the obstacles to Chinese unity. 

@ Marshall's methods are direct. He 
delegates authority and works easily in 
co-operation with others, He practices 
self-discipline and expects efficiency. The 
General insists on what the Army calls 
completed staff work. He wants this car- 
ried out to the precise organization of the 
papers on his desk, to the condensation of 
reports and to the arrangements of mem- 
oranda so that action may be taken with 
a single check mark. 

The General's clear writings reflect his 
systematic thought and powers of con- 
centration. He can speak easily and ex- 
temporaneously to a crowd. 

Sixty-six years old on December 31, 
Marshall has the appearance of a man 
somewhat younger. He is tall, has 
rounded features and blue eyes. His once 
sandy-brown hair is graying. He often 
makes expressive gestures with his rather 
small hands. 

For recreation, Marshall enjoys riding, 
gardening, reading and motion pictures 
in about that order. He likes a short nap 
after lunch and occasionally retires as 
early as 9 p.m. From his lifetime appoint- 
ment as General of the Army, he is en- 
titled to pay and allowances that total 
slightly more than the $15,000 a year 
paid to the Secretary of State. Under 
federal law, however, he won't be able 
to draw two salary checks. 

Marshall spends as much of his leis- 

ure time as possible with his wife, a 
talented woman with a keen sense of 
humor. Her recent book, “Together,” is 
a chatty narrative in which she says: 
“I do not think I would call my husband 
retiring or overly modest. I think he is 
well aware of his powers, but I also 
think this knowledge is tempered by a 
sense of humility and selflessness such as 
I have seen in few strong men.” 
@ Marshall's opinions as Secretary of 
State will be examined perhaps more 
closely outside the U.S. than within. As 
the first professional soldier to hold the 
office, he will be watched with special 
interest. 

By attending all the major conferences 


JANUARY 21, 1947 © 37 








during World War II, Marshall became 
personally acquainted with Stalin, Molo- 
tov, Attlee, Bevin and similar key figures. 
He knows much, if not all, of the diplo- 
macy of those meetings. After his first 
meeting with Stalin, he told his wife the 
Russian Generalissimo was “a_ strong 
leader, direct and practical.” 

As for his opinions about himself, 
Marshall is emphatic on one point. He 
disclaims any political ambitions. His 
father was a Democrat, but when asked 


MURPHY: Diplomatic 


O™ ONE of the five top men who 
will represent the U.S. in negoti- 
ating the German peace treaty will be a 
civilian. He is Robert D. Murphy, politi- 
cal adviser to the U.S. Military Govern- 
ment in Germany and one of the most 
controversial figures of U.S. diplomacy. 

Murphy, who has the rank of Ambas- 
sador, now is representing the U.S. in 
London at the conference of Deputy 
Foreign Ministers on the German treaty. 
But when he accompanies General of the 
Army George C. Marshall to Moscow in 
March for the meeting of the Big Four 
Foreign Ministers, he will be outranked 
by the U. S. Ambassador to Russia, Lieut. 
Gen. W. Bedell Smith as well as by the 
new Secretary of State. 

Two other generals will have equal 
rank with Murphy: Lieut. Gen. Lucius 
Clay, newly appointed commander of 
the U.S. military theater in Europe, and 
Maj. Gen. John H. Hilldring, Assistant 
Secretary of State for Occupied Areas. 

Murphy has been the State Depart- 
ment’s chief representative in the Euro- 
pean military theater for the last four 
years. His rapid rise in the diplomatic 
service during the war was due largely 
to his ability to work well with military 
leaders. This characteristic has enabled 
him to weather a number of political 
storms, the most famous of which broke 
out over his negotiations with Admiral 
Jean Darlan in North Africa. 
€| Patience and tact. At 52, Murphy 
looks youthful despite his thinning hair. 
Blond, lanky and genial, he combines 
patience and tact with humor and charm. 
He seldom loses his composure. 

High-stake poker, sailing and golf are 
Murphy’s favorite pastimes. More vigor- 
ous sports are ruled out by weak ankles, 
the result of a childhood fall down an 
elevator shaft in Milwaukee. His easy 
dignity is accentuated by a dark blue 
Homburg, the hat of his profession, which 
he wears on most occasions. 

At London now, and at Moscow later, 
Murphy will need all his dignity and 
charm in negotiating with the Russians 
and French on German unification, rep- 
arations, the Saar and other difficult 
problems. His friends say that he is sus- 
picious of Soviet objectives but certain 
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recently if he were, too, Marshall replied: 
“I am an Army officer, and I am about to 
be Secretary of State. I am an Episco- 
palian.” 

An associate says that Marshall has only 
two historical heroes, Benjamin Franklin 
and Robert E. Lee. His friend says Mar- 
shall likes one statement by Franklin 
about a diplomat’s qualifications. It is 
this: “Sleepless tact, immovable calmness 
and a patience that no folly, no provoca- 
tions, no blunders can shake.” 


Troubleshooter 


that patience will make it possible to 
work out a settlement. 

Staté Department officials say Murphy 
never lets Soviet-Vatican’ hostility influ- 
ence his judgment, although he himself is 
a devout Catholic. But his appointment to 
the London conference, just as with every 
new post he has received since 1942, has 
revived echoes of the bitter debate over 
his deal with Darlan. 

@ The Darian deal won the Midwestern 
diplomat fame in some circles as the 
“Lawrence of North Africa.” Other groups 
attacked him violently as a rightist sympa- 
thizer and champion of “appeasement.” 

Murphy headed a U.S. relief mission 
to North Africa in 1941. He made con- 
tact with anti-Vichy officers and estab- 
lished an espionage net throughout AIl- 
geria and Morocco under the nose of the 
German Armistice Commission. He ar- 
ranged the celebrated meeting with anti- 
Vichy officers for Gen. Mark Clark, who 
came secretly by submarine to Algeria to 
co-ordinate French and American plans. 

Meanwhile, Murphy sought a French 
military man who could win the co- 
operation of the Vichy generals in North 
Africa, assume leadership there and pre- 
vent the French from resisting the land- 
ing. Intricate negotiations culminated in 
the agreement by which Admiral Darlan 
became civil chief of state in North Africa 
and Gen. Henri Giraud was made com- 
mander of the French armed forces. 

Darlan, howevér, had_ collaborated 
with the Nazis. Giraud was also a rightist 
with an antidemocratic background. The 
government they set up continued the 
Nazi-inspired laws of the Vichy regime 
for months under Allied occupation. 

Heated protests erupted in Britain and 
the U.S. Critics demanded Murphy's 
recall and charged that he was in sympa- 
thy with the political views of Darlan 


and Giraud. Murphy’s friends defended - 


him on grounds of military expediency, 
and he received the support of President 
Roosevelt and Secretary of State Hull. 
General Eisenhower awarded him the 
Distinguished Service Cross, and. the 
President promoted him to the rank of 
Minister. A few months later he was 
given the rank of Ambassador and ap- 
pointed United States representative on 





Acme 


GODCHILD OF CONTROVERSY 
Ambassador Robert D. Murphy 


the Allied Advisory Council for Italy. 

Here again Allied military leaders, on 
grounds of expediency, sought the co- 
operation of rightists and ex-Fascists 
under the Badoglio regime. Again criti- 
cism centered on Murphy, and again he 
emerged with his position unimpaired. 
The next year he was appointed political 
adviser to General Eisenhower for the 
invasion of France and Germany. | 
@ Career. The son of an Irish-Ameri- 
can father and a German-American 
mother, who taught him “Milwaukee” 
German, Murphy quit school to take a 
job in a railroad roundhouse, then worked 
his way through Marquette University 
in Milwaukee. 

Later, as a Treasury Department clerk 
in Washington, Murphy studied law at 
night, obtained a degree from George 
Washington University in 1920 and 
passed examinations for the consular 
service the same year. Overseas assign- 
ments took him to Switzerland, Germany, 
Spain and France. He also worked in the 
State Department in Washington. 

In 1939, Ambassador William Bullitt 
lifted Murphy from obscurity as Consul 
in Paris, where he had been for nine 
years, and made him Counsellor of Em- 
bassy. He served in the same post under 
Ambassador William Leahy at Vichy, 
where his friendly relations with Marshal 
Pétain’s subordinates led to his assign- 
ment to the ticklish job of winning over 
the Vichy officials of North Africa. 

Here and in subsequent tasks where 
he has had to work closely with the mili- 
tary men who assumed direction of many 
spheres of U.S. policy during the war, 
Murphy found full field for his diplo- 
matic ability. Murphy will not be on 
strange ground when he works with the 
four American generals who now are to 
take leading parts in negotiating peace - 
terms for Germany. 











Democracy comes slowly to rural Japan, 
but end of tenant system delights farmers 


UKISHIMA (JAPAN) 
TS STURDY PEASANT WOMAN, with a 
dozing infant lashed to her back, sent 
our sampan skimming across the water 
with strong, expert strokes of the sweep. 
It took 10 minutes to cross the river from 
the mainland to Ukishima, a neat, little 
island in Ibaraki Prefecture about 75 
miles north of Tokyo. This self-contained 
community presents a microcosm of post- 
war rural Japan, for Ukishima is a village 
of landlords and tenants. 

The 2,200 inhabitants are farmers. 
Their homes—typical Japanese boxlike 
buildings, with wooden walls and sliding 
doors of paper panels, some with thatch 
roofs—are clustered closely together in 
the villages. The farmers have their fields 
on the outskirts. 

Life revolves around the village office, 
so we went to call on the Mayor. By the 
time our party reached his office, almost 
the entire populace had turned out to 
gape. An old man with a white beard and 
a flowing kimono explained: “You are the 
first Americans to honor our humble vil- 
lage with your presence.” 

Takagi has been Mayor for five years 
and now may be purged. But the prospect 
doesn’t seem to worry him much for he 
heads the conservative political machine 
in Ukishima. In Japan, family loyalties 
are strong and political machines are gov- 
erned by the rules of the family system. 
Even though “the visitors’—as the Amer- 
icans are known—make it impossible for 
Takagi to hold office for a while, he still 
will be Ukishima’s leading citizen and as 
such will continue to dominate the po- 
litical machine. 

The war was almost as remote to the 
residents of Ukishima as is the occupa- 
tion—but not quite. For 180 of this vil- 
lage’s young men left the fields to fight 
for their Emperor in the war for a Greater 
East Asia Co-Prosperity Sphere. Twenty- 
three did not come back. Those who re- 
turned slipped back easily into the life 
they had left. For them, there was no 
problem of readjustment. They were 
spared the uncertainties that still plague 
thousands of Japan’s demobilized sol- 
diers trying to re-establish themselves in 
the larger cities. Ukishima’s veterans re- 
turned to the fields. 

Although the war was remote, Uki- 
shima’s people were not unenthusiastic. 


From the start, they were confident of 
victory. “When we heard of how our 
armies were sweeping to the South, how 
they captured Singapore so easily,” one 
explained, “we were sure that victory 
would come quickly. We knew all was 
not going too well when we heard of the 
Battle of Saipan. But we really didn’t 
know just how badly the war was going.” 

An old farmer boldly stepped for- 
ward from the crowd which packed the 
room where we ate and talked. “The big 
air planes—the B-29’s made us wonder. 
But they always flew past our island. We 
knew that the war must be getting closer 
to Japan when we saw the fires in Tokyo. 
And we were afraid when we heard the 
big naval guns bombard Mito. But we 
couldn’t imagine that the end was so 
near.” 

When they heard that the Emperor was 
going to speak on the radio, they were 
sure that he would encourage them to 
fight on. Everyone listened that day. The 
Emperors announcement on Aug. 15, 
1945, that Japan was surrendering came 
as a, paralyzing shock to the people of 
Ukishima. 

“We feared the future,” a shy, little 
clerk, wearing spectacles, spoke up. “We 
were afriid of what the Americans would 
do to us. 

“Now we are not afraid. The occupa- 
tion is not at all like we expected it would 
be. We have not even seen any American 
soldiers.” 

What is Ukishima like after 16 months 
of “occupation?” What has “democracy” 
done to this little island village? 

The leathery faces of the simple farm- 
ers and their wives merely reflected puz- 
zlement when we spoke of democracy. 


Yes, they had read in the newspapers of/ 


Japan’s new democratic Constitution. 
“But the Constitution is not ours,” spoke 
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up a farmer. “We can’t understand it. So 
we don't bother about it. We are too busy 
working in the fields.” The others nodded 
their heads in agreement. 

Did you hear the Emperor read his 
rescript renouncing his divinity? 

The Mayor, speaking in a tone of rev- 
erence, hardly audible, said: “Yes, we 
heard the Emperor. But no one men- 
tioned the rescript after the broadcast and 
we soon forgot.” 

But what about your attitude toward 
the Emperor—has it changed since then? 

A deep, dead silence filled the room. 
All eyes turned to the floor solemnly. 
The Mayor's chubby face turned crimson 
with embarrassment. Finally the Mayor, 
summoning his courage, replied without 
raising his eyes from the floor. “No,” he 
whispered huskily, his voice choked with 
emotion. Their attitude toward the Em- 
peror was the same as ever. ; 

Most of the eligible voters turned out 
to cast their ballots in Ukishima’s first 
“democratic” election, and the result was 
a victory for the conservatives. 

The election results reflected the deep- 
dyed conservatism of rural Japan. It also 
reflected the control of the rightist politi- 
cal machines. About half of the eligible 
women voted for the first time last April, 
half the way their husbands voted. The 
other half simply voted for women candi- 
dates. 

Ukishima is too far from Tokyo to 
worry much about Cabinet crises or oc- 
cupation policy or even directives. Uki- 
shima’s primary school, with 420 pupils 
and 10 teachers, is functioning smoothly. 
No one has heard about the screening of 
educators to purge ultranationalists. 

And only a few months ago, Ukishima 
learned that the old books—the ones writ- 
ten by war-minded educators in collabo- 
ration with the military—had been 
banned, and that the teaching of history, 
geography and morals had been sus- 
pended. 

There is one directive that is having a 
terrific impact on the people of this re- 
mote little village—the directive instruct- 
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ing the Japanese Government to carry out 
a land reform program, to end the feudal 
system that had kept millions of im- 
poverished tenants in bondage. 

For a while, Ukishima’s farmers read 
news of the program of land reform with 
no little skepticism, for they had heard of 
land reform before—by Imperial Rescript 
in bygone years. But, once the Diet passed 
the land reform bill and the farmers 
could read what it was supposed to do, 
they became less skeptical. The landown- 
ers became disturbed; the tenants hopeful. 

Land reform is a major topic of dis- 
cussion in Ukishima’s tea houses. For half 
of the men who till the soil on the island 
are tenants who rent their land at prices 
that have kept them impoverished since 
they went into the fields; and their 
tenant-fathers were impoverished before 
them. Now they have hope of owning 
their own land. 

The average yield is about four sacks 
of rice per cho (2.45 acres). Tenants 


have had to surrender half of that to their | 


landlords for rent. And if a landlord 
chooses to throw a tenant off his land, he 
does so. But the tenants hope that the 
land reform program will change that and 
end a long era of injustices. Most of them 
intend to buy their’ own land. They're a 
little worried, though, for they fear that, 
even after they've bought their land, their 
old landlords somehow will get it away 
from them. For the power of the landed 
gentry in rural Japan has been supreme— 
and the tenants know that it will take 
more than directives to change that. 

As we made our way back to the boat, 
my guide—a cynical Japanese scholar with 
a hidden streak of sentimentalism—ob- 
served dolefully: 

“Ukishima is just about the same—the 
same as it was a year ago and 50 years 
ago. But perhaps it will change by the 
time they are men.” | 

And he pointed at the children waving 
gleefully from the beach. J. F. 


Bratislava is minor Utopia on the Danube 


that strives to be the Vienna of tomorrow 


BRATISLAVA 
——— TO THIS vibrant Czechoslo- 

vakian city from once gay and pros~ 
perous Vienna is like passing from the 
dead to the quick. 

Every Czech and Slovak hopes and 
dreams that Bratislava will be the Vienna 
of tomorrow, the heart of Danubia, and 
they are doing everything they can to 
make the dream come true. 

Keen young men, many of them former 
Partisans, have taken over the major 
concerns here and—with plans made as 
soon as the war ended—are fashioning a 
“new deal” for the future. Many new 
homes are being built. Shipyards are 
being refitted and installations mod- 
ernized. A railroad bridge is to be built 
across the Danube. The people are alert, 
filled with ambition and energy, and 
luckily they have énough food to keep 
them going. 

Imagine, if you can, a Washington 
with no restaurants, barren market places, 
butchers treasuring their last can of 
UNRRA meat, and where coal was one 
of the things people used to have. Then 
imagine driving to Baltimore, crossing a 
line which would be the boundary be- 
tween Austria and Czechoslovakia. 

Over the line in Baltimore, you would 
find restaurants galore offering menus of 
50 dishes, market places stacked with 
foodstuffs of all kinds, butchers casually 
chopping up huge chunks of beef or hang- 
ing up a dozen hares, and central heating 
in all the buildings. That would be 
Bratislava. 

Even by American standards, the mar- 
ket place in Bratislava is an impressive 
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sight. Rows and rows of geese weighing 
up to 16 pounds (the specialty of the 
region), fowl of all kinds, sides of beef, 
hogs, mutton, even venison. Outside, col- 
orfully dressed Slovak women sell oranges 
fresh from Italy, lemons, apples, vege- 
tables of every variety. When I saw this 
on a weekday, a housewife apologized, 
explaining that on Saturdays they had a 
much better selection. 

Only a few items are rationed—butter, 
sugar, lard, salad oil—and they can be 
found on the black market. 

The official rate of exchange is 50 
crowns to the dollar, but values are bet- 
ter judged at the unofficial rate of 100 
to the dollar. At that rate, beef costs 30 
cents a pound, veal 50 cents, flour 12 
cents, and a 13-pound goose $5.40. Black 
market eggs are 13 cents each and butter 
$1.10 a pound. Lard (legally) costs 27 
cents a pound, illegally 75 cents. Sugar is 
8 cents a pound on ration and 40 cents 
in the black market. 

The market place, however, gives a 
false impression of prosperity. Stores and 
shops are rather bare of merchandise. 
Clothing is virtually impossible to buy 
except at astronomical prices in the black 
market, and most of the other things 
city dwellers require are in very short 
supply. 

A visitor finds his stay remarkably 
cheap. A good meal in a restaurant costs 
around a dollar. A single room with bath 
at Bratislava’s leading hotel is $1.50. But 
a native of Bratislava is lucky to break 
even at the end of the month. Prices have 
risen and salaries have not kept pace. 
The situation isn’t as bad as it is in neigh- 





boring countries, but it’s important to the 
people here. 

A middle-class man earns an average 
of $40 to $45 a month. To live well with- 
out skimping, he spends $1.50 a day. 
For that sum, he gets good food, has a 
pleasant apartment ($10 monthly in- 
cluding electricity and heating) and some- 
times saves a little toward the black 
market purchase of clothing. 

I’ve found most of the people here be- 
long to the Democratic Party, a product 
of the resistance during the war. They 
fee] that a party formed by men who led 
them in opposition to the Nazis will lead 
them to advancement and prosperity. The 
Communists are weak in Slovakia and 
strong in Bohemia and Moravia. Some 
say this is because the Soviet Army 
was quartered for a time in Slovakia and 
embittered the population against any- 
thing Russian. Others claim that the 
reason is simply that Slovakians are agri- 
culturists and, as such, traditionally anti- 
Communistic. 

There is an undercurrent of hate be- 
tween Slovaks and Hungarians in this 
area. In the farming countryside along 
the north bank of the Danube (which has 
been held by both but is now Czecho- 
slovakian), nearly 100 per cent of the 
villages are Hungarian, and there is 
little chance for friction. But, in Brati- 
slava itself, the Hungarians do not dare 
speak their language and claim they are 
discriminated against on many counts. 

Slovaks pooh-pooh such talk and say 
they are glad to have the Hungarians 
with them but that they must live like 
Czechoslovakians. Otherwise, they are 
“fifth columnists”, Slovaks contend, and 
as proof point to World War II. Hungar- 
ians, they say, either must become Czech- 
oslovakians or go back to Hungary. 

The Hungarians claim the right to 
continue living where their families have 
lived for centuries and want to retain 
their Hungarian language and customs. 

It’s one .problem that the Czechoslo- 
vaks and Hungarians must solve if this 
corner of Europe is going to recover 
economically and be a peaceful and 
happy land. J. M. 
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U.S. hearings on tariff cuts are being watched closely all over the world. 
There will be many premature judgments on the final position of the U.S. 

Protectionists will make most of the headlines at the hearings. 

But Administration officials will be pushing for lower rates. 

The public, in the U.S. and abroad, will not know how far the U.S. will cut 
‘tariffs until early in April. Much can, and will, happen between now and then. 











Strains between British labor and the Government are to be intensified..... 

Wage increases are to be opposed by the British Government except where 
rising productivity may warrant raises. 

Reasoning is (1) that in the war period wages climbed more than living 
costs; (2) higher wages without more goods means inflation; (3) cost of exports 
must be kept down as competition for overseas markets sharpens. 

Publication of these official views at this time indicates -growing pressure 
by labor on the Government. It's an attempt to head off private appraisals in 
Britain, an effort to have the first say. 











Low level of living costs in Britain is an illusion..... 

Government subsidies on many necessities keep consumer prices low. But the 
British public pays in the end, to the tune of $1,400,000,000 a-year. 

Rising prices for food and metals purchased abroad jack up the British bill 
for subsidies every month. Few increases can be passed along to consumers. 

The British Government wants to get out from under but can't do it in food. 

First attempt may be in metals. The London Metal Market may be reopened 
and private trade resumed. Copper would be the logical starting point. 

















Meanwhile, Britain is’ enmeshed in production difficulties..... 

Coal shortages cause most of the problems, directly or indirectly. 

Intermittent shutdowns of plants are becoming more frequent. 

Thin ice on which Britain is skating is a revelation even to many Britons. 
They heard and discounted dire predictions in the autumn. 

If things get much worse, a shake-up in the Attlee Government could be a re- 
sult. Then will come severe measures to raise coal output. An increase of about 
one third would solve most of the present problems. 














Natural rubber is bouncing up again as a problem in Washington..... 
Experts are forecasting lower prices for rubber on a free market as Far 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


Eastern output mounts. The British already are supporting prices in Ceylon. ra | 

The U.S. Government was to stop buying natural rubber on January Sl. 

Now, the U.S. trade wants Government purchasing to continue. The prospect 
of inventory losses as prices sag may enter into the trade thinking. 

Trade and congressional pressure probably will cause Government purchasing 
to continue for a further period, perhaps until March 3l. 

This doesn't solve the problem, merely postpones it. Eventually someone, 
either Government or industry, will have to chance losses, as before the ware 








Center of gravity in oil is to move eastward from the Americas..... 

Oil deals of unmatched importance in the Middle East will see to that. 

Standard Oil of New Jersey and Socony-Vacuum are completing negotiations 
with American and British producers operating in Saudi Arabia and Iran. 

By two agreements, the Jersey-Socony group is to get access to the low-cost 
oil of the Middle East, also is to participate in construction of two pipe lines 
to bring this oil to the Mediterranean from the Persian Gulf region. 

These arrangements mean that Jersey-Socony (1) will continue to compete 
Strongly for the European and North African markets; (2) has written off former 
oil sources in Romania and Central Europe. 

Result will be less movement eastward to Europe of higher-cost oil from the 
U.S.-Caribbean area. More Caribbean oil will move instead to the U.S., which 
is to need larger and larger imports, judging from present trends. 

To U.S. military officials, the deals spell added security for the U.S., 
Since Western Hemisphere reserves will not be depleted to supply other markets. 
The generals would like to see Middle Eastern oil sold in the U.S. That is un- 
likely. It would upset present marketing. 




















Immediate effects of the oil deals are slight--in a commercial sense. 

It will take three to five years to construct the two pipe lines. Equip- 
ment needed--pipe, pumps, earth movers--is scarce right now. 

But potentially these deals point toward reorientation in oil. 

To date, 78 per cent of all oil produced has come from the Americas. 

Only 7 per cent has come from the Middle East. 

But, of the world's reserves, 3l per cent are in the Middle East, only 53 
per cent in the Americas. Jersey-Socony funds will raise Middle East output. 














Russia may see indirect advantage in these oil ALTECMENTS eeeee 
Entry of American interests into the Iranian picture may spur Russia to 
press Iran to do something about the oil agreement of last spring. 
Americans and British are to dominate Southern Iran; Russia needs the oil 
in Northern Iran. Increased pressure by Russia thus would be no surprise. 
French interests, left out of the oil deals, show annoyance. Tight control 
of European marketing by the U.S.-British group worries French consumers, 





New gushers of oil in the Middle East also mean this: 
Bigger royalties to Saudi Arabia and Iran, increased prosperity and pur= 
chasing power, bigger markets for imported goods. 
Britain benefits. She gets dollars for Iranian oil, gets a powerful part- 
ner in the Middle East. For the British figure that the U.S. now is committed 
~to protecting these big interests of American companies. 
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TRUMAN ON AFFAIRS ABROAD 





President outlines views on treaties, relief and defense 


(Text of President Truman’s remarks on international 
affairs in his message to the U. S. Congress on the state 
of the Union, Jan. 6, 1947.) 


COME BEFORE you today to report on the state of the 
Union and, in the words of the Constitution, to recommend 
such measures as I judge necessary and expedient. 

I come also to ed tema you as you take up your duties and 
to discuss with you the manner in which you and I should ful- 
fill our obligations to the American people during the next two 
years. 

The power to mold the future of this nation lies in our 
hands—yours and mine joined together. 

If in this year, and in the next, we can find the right course 
to take as each issue arises and if, in spite of all difficulties, 
we have the courage and resolution to take that course, then 
we shall achieve a state of well-being for our people without 
precedent in history. 

And if we continue to work with the other nations of the 
world earnestly, patiently, and wisely, we can—granting a 
will for peace on the part of our neighbors—make a lasting 
peace for the world. 

But, if we are to realize these ends, the Congress and the 
President during the next two years must work together. It 
is not unusual in our history that the majority of the Congress 
represents a party in opposition to the President's party. I am 
the 20th President of the United States, who, at some time 
during’ his term of office, has found his own party to be in 
the minority in oné or both Houses of the Congress. 

I realize that on some matters the Congress and the Presi- 
dent may have honest differences of opinion. Honest differ- 
ences, however, did not cause material disagreements as to 
the conduct of the war. Nor, in the conduct of our interna- 
tional relations during and since the war, have such partisan 
differences been material. . . ’ 

Expenditures relating to the war are still high. Consider- 
able sums are required to alleviate world famine and suffering. 
Aid to veterans will continue at a peak level. The world situa- 
tion is such that large military expenditures are required. 
Interest on the public debt and certain other costs are irre- 
ducible. For these reasons I have had to practice stringent 
economy in preparing the budget; and I hope that the Con- 
gress will co-operate in this program of economy. . . 

I must advise the Congress that we are rapidly becoming a 
“have not” nation as to many of our minerals. The economic 
progress and the security of our country depend upon an ex- 
panding return of mineral discovery and upon improved 
methods of recovery. The Federal Government must do its 
part to meet this need. 

Progress in reaching our domestic goals is closely related to 
our conduct of foreign affairs. All that I have said about main- 
taining a sound and prosperous economy and improving the 
welfare of our people has greater meaning because of the world 
leadership of the U.S. What we do, or fail to do, at home 
affects not only ourselves but millions throughout the world. If 
we are to fulfill our responsibilities to ourselves and to other 
peoples, we must make sure that the U. S. is sound economi- 
cally, socially and politically. Only then will we be able to 
help bring about the elements ef peace in other countries— 
political stability, economic advancement, and social progress. 

Peace treaties for Italy, Bulgaria, Romania, and Hungary 
have finally been prepared. Following the signing of these 


treaties next month in Paris, they will be submitted to the 
Senate for ratification. This Government does not regard 
the treaties as completely satisfactory. Whatever their de- 
fects, however, I am convinced that they are as good as we can 
hope to obtain by agreement among the principal wartime 
Allies. Fugther dispute and delay would gravely jeopardize 
political stability in the countries concerned for many years. 

During the long months of debate on these treaties, we 
have made it clear to all nations that the United States will 
not consent to settlements at the expense of principles we re- 
gard as vital to a just and enduring peace. We have made it 
equally clear that we will not retreat to isolationism. Our 
policies will be the same during the forthcoming negotiations 
in Moscow on the German and Austrian treaties, and dur- 
ing future conferences on the Japanese treaty. 

The delay in arriving at the first peace settlements is due 
partly to the difficulty of reaching agreement with the Soviet 
Union on the terms of settlement. Whatever differences there 
may have been between us and the Soviet Union, however, 
should not be allowed to obscure the fact that the basic 
interests of both nations lie in the early making of a peace 
under which the peoples of all countries may return, as free 
men and women, to the essential tasks of production and 
reconstruction. The major concern of each of us should be 
the promotion of collective security, not the advancement of 
individual security. 

Our policy toward the Soviet Union is guided by the same 
principles which determine our policies toward all nations. 
We seek only to uphold the principles of international jus- 
tice which have been embodied in the Charter of the U.N. 

We must now get on with the peace settlements. The oc- 
cupying powers should recognize the independence of Aus- 
tria and withdraw their troops. The Germans and the Jap- 
anese’ cannot be left in doubt and fear as to their future: 
they must know their national boundaries, their resources, 
and what reparations they must pay. Without trying to 
manage their internal affairs, we can insure that those coun- 
tries do not rearm. 

The United States can be proud of its part in caring for 
peoples reduced to want by the ravages of war, and in aiding 
nations to restore their national economies. We have shipped 
more supplies to the hungry peoples of the world since the 
end of the war than all other countries combined. 

However, insofar as admitting displaced persons is con- 
cerned, I do not feel that the U.S. has done its part. Only 
about 5,000 of them have entered this country since May 
1946. The fact is that the executive agencies are now doing 
all that is reasonably possible under the limitation of existing 
law and established quotas. Congressional assistance in the 
form of new legislation is needed. I urge the Congress to turn 
its attention to this world problem, <n an effort to find ways 
whereby we’ can fulfill our responsibilities to these thousands 
of homeless and suftering refugees of all faiths. 

World economic co-operation is essential to world political 
co-operation. We have made a govd start on economic co- 
operation thru the International Bank, the International 
Monetary Fund, and the Export-Import Bank. We must now 
take other steps for the reconstruction of world trade and we 
should continue to strive for an international trade system as 
free from obstructions as possible. 

The United States has taken the lead in the endeavor to 
put atomic energy under effective international control. We 
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seek no monopoly for ourselves or for any group of nations. 
We ask only that there be safeguards sufficient to insure that 
no nation will be able to use this power for military pur- 
poses. So long as all governments are not agreed on means of 
international control of atomic energy, the shadow of fear 
will obscure the bright prospects for the peaceful use of this 
enormous power. 

In accordance with the Atomic Energy Act of 1946, the 
Commission established under that law is assuming full juris- 
diction over our domestic atomic energy enterprise. The pro- 
gram of the Commission will, of course, be worked out in 
close collaboration with the military services in conformity 
with the wish of the Congress, but it is my fervent hope that 
the military significance of atomic energy will steadily de- 
cline. We look to the Commission to foster the development of 
atomic energy for industrial use and scientific and medical 
research. In the vigorous and effective development of peace- 
ful uses of atomic energy rests our hope that this new force 
may ultimately be turned into a blessing for all nations. 

In 1946, the Army and Navy completed the demobiliza- 
tion of their wartime forces. They are now maintaining the 
forces which we need for national defense and to fulfill our 
international obligations. 

We live in a world in which strength on the part of peace- 
loving nations is still the greatest deterrent to aggression. 
World stability can be destroyed when nations with great 
responsibilities neglect to maintain the means of discharging 
those responsibilities. 

This is an age when unforeseen attack could come with 
unprecedented speed. We must be strong enough to defeat, 
and thus to forestall, any such attack. In our steady progress 
toward a more rational world order, the need for large armed 
forces is progressively declining; but the stabilizing force of 
‘American military strength must not be weakened until our 
hopes are fully realized. When a system of collective security 
under the United Nations has been established, we shall be 
willing to lead in collective disarmament, but, until such a 
system becomes a reality, we must not again allow our 
weakness to invite attack. 

For these reasons, we need well-equipped, well-trained 
armed forces and we must be able to mobilize rapidly our 
resources in men and material for our own defense, should 
the need arise. 

The Army will be reduced to 1,070,000 officers and men 
by July 1, 1947. Half of the Army will be used for occupation 
duties abroad and most of the remainder will be employed 
at home in the support of these overseas forces. 

The Navy is supporting the occupation troops in Europe 
and in the Far East. Its fundamental mission—to support our 
national interests wherever required—is unchanged. The 
Navy, including the Marine Corps, will average 571,000 
officers and men during the fiscal year 1948. 

We are encountering ‘serious difficulties in maintaining our 
forces at even these reduced levels. Occupation troops are 
barely sufficient to carry out the duties which our foreign 


policy requires. Our forces at home are at a point where 
further reduction is impracticable. We should like an Army 
and a Navy composed entirely of long-term volunteers, but 
despite liberal inducements the basic needs of the Army are 
not now being met by voluntary enlistments. 

The War Department has advised me that it is unable to 
make an accurate forecast at the present time as to whether 
it will be possible to maintain the strength of the Army by re- 
lying exclusively on volunteers. The situation will be much 
clearer in a few weeks when the results of the campaign for 
volunteers are known. The War Department will make its 
recommendations as to the need for the extension of selective 
service in sufficient time to enable the Congress to take action 
prior to the expiration of the present law on March 31. 
The responsibility for maintaining our armed forces at the 
strength necessary for our national safety rests with the Con- 
gress. 

The development of a trained citizen reserve is also vital to 
our national security. This can best be accomplished through 
universal training. I have appointed an advisory commission 
on universal training to study the various plans for a training 
program and I expect that the recommendations of the com- 
mission will be of benefit to the Congress and to me in 
reaching decisions on this problem. 

The cost of the military establishment is substantial. There 
is one certain way by which we can cut costs and at the 
same time enhance our national security. That is by the 
establishment of a single department of national defense. 
I shall communicate with the Congress in the near future 
with the reference to the establishment of a single department 
of national defense. 

National security does not consist only of an Army, a 
Navy, and an Air Force. It rests on a much broader base. It 
depends on a sound economy of prices and wages, on a pros- 
perous agriculture, on satisfied and productive workers, on a 
competitive private enterprise free from monopolistic repres- 
sion, on continued industrial harmony and production, on 
civil liberties and human freedoms—on all the forces which 
create in our men and women a strong nvoral fiber and » on 
itual stamina. 

But we have a higher duty and a greater responsibility 
than the attainment of national security. Our goal is collective 
security for all mankind. 

If we can work in a spirit of understanding and mutual re- 
spect, we can fulfill this solemn obligation which rests upon us. 

The spirit of the American people can set the course of 
world history. If we maintain and strengthen our cherished 
ideals, and if we share our great bounty with war-stricken 
people over the world, then the faith of our citizens in free- 
dom and democracy will spread over the whole earth and 
free men everywhere will share our devotion to these ideals. 

Let us have the will and the patience to do this job together. 

May the Lord strengthen us in our faith. 

May He give us wisdom to lead the peoples of the world 
in His ways of peace. 





President’ s Plan for Economic Co-operation 


. (Excerpts from President Truman’s Economic Report 
to the U. S. Congress concerning co-operation in interna- 
tional economic relations, Jan. 8, 1947.) 


= most of this report has necessarily been devoted 
to the domestic aspects of employment, production and 
purchasing power, we must bear in mind that we are part of 
a world economy. Our sales of goods and services abroad, 
amounting to about $15,000,000,000 in 1946, played an im- 
portant role in the maintenance of domestic production, em- 
ployment and purchasing power, and may be expected to do 
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so this year. Such a high level of exports reflects in large part 
the war destruction of productive capacity in other countries. 
If we are to maintain a well balanced prosperity over a long 
period, our foreign trade must be established on a more per- 
manent basis. 

In the long run, we can sell to other countries only if we 
are willing to buy from them or to invest our funds abroad. 

Both foreign trade and foreign investment are vital to main- 
taining a dynamic economy in this country. 

The shortages we have suffered during the war and are 
even now experiencing have proved to us our need for foreign 
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imports. We will continue to need imports not only to add 
richness and variety to our standard of living but also as a, 
means of conserving strategic materials. We do not have to 
fear so-called foreign competition when we have maximum 
production, employment and purchasing power. We must 


not, of course, indulge in indiscriminate reduction of barriers 


to imports. Such a policy is not contemplated. 

-For a few years, we cannot expect to buy as much from 
abroad as other countries buy from us. We will find it prof- 
itable to invest a part of our savings in developing the world’s 
productive resources through sound loans and investments of 
equity capital abroad. This is important not only in the first 
instance as an immediate outlet for our goods and services, the 
supply of which will be increasing in the coming years, but 
also as a means of permanently increasing foreign markets for 
our farmers and business men. The quickest demonstration of 
this can be seen by the fact that nations that are industrialized 
are our best customers. 

Many countries fear economic depression in the U.S. as a 
threat to their own stability. If faced with the alternatives of 
smaller’ trade and economic insulation on the one hand or 
close relations with an unstable American economy on the 
other, many might prefer some insulation as the lesser evil. 

In preference to either of these alternatives, these countries 
would choose closer relations with a stable American economy 
operating at high levels. They have already begun to co-operate 
toward achieving these related goals: Economic stability and 
expansion of world trade. The International Monetary Fund 
designed to stabilize exchange rates, and the International 
Bank for Reconstruction and Development, set up to facilitate 
the international flow of capital, have already started to op- 
erate. At our initiative, experts of 18 important governments 
recently worked out a tentative charter for an International 
Trade Organization. This charter embodies principles of 
commercial conduct designed to enlarge the beneficial flow 
of world trade, to reinforce the domestic employment and 
development programs of the co-operating governments and, 
by intergovernmental commodity agreements, to remove the 
depressing effects of burdensome world surpluses. 

This charter represents the first major effort in the field of 
trade to replace unilateral action—which often injured other 
countries and provoked retaliation—by co-operation and joint 
action under a set of common principles. Continued progress 
in the formation of the International Trade Organization rep- 
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resents the most important step that we can take to re-estab- 
lish a high volume of foreign trade on a sound basis. 

The willingness of many other countries to enter the pro- 
posed trade organization will depend to a great extent on our 
attitude in connection with the reciprocal tariff negotiations 
scheduled for this year. In return for our own tariff conces- 
sions, we can hope to secure not only reduction ef foreign 
tariffs and discriminations but also elimination of a mass of 
restrictions—in particular, rigid import quotas preventing our 
access to foreign markets. Thus we should press forward with 
our program to secure the reciprocal reduction of trade 
barriers. 

If we fail to do our part in putting international economic 
relations on a healthier basis, it is quite likely that some other 
countries will feel compelled to increase their own controls. 
Such a development would tend to break the world into trad- 
ing blocs and could have profound effects upon world politics 
and the prospects for creating an enduring peace. . . 








MARSHALL’S REPORT ON CHINA 


U.S. envoy terms suspicion of rival parties obstacle to peace 


(Text of statement by General of the Army George C. 
Marshall, President Truman’s Special Ambassador to 
China, on the situation in China, at Nanking, Jan. 7, 
1947. The statement was made only a few hours before 
announcement of General Marshall’s appointment as 
U.S. Secretary of State.) , 


HE PRESIDENT has recently given a summary of the de- 
fae onset in China during the past year and the posi- 
tion of the American Government toward China. Circum- 
stances now dictate that I should supplement this with im- 
pressions gained at first hand. 

In this intricate and confused situation, I shall merely en- 
deavor here to touch on some of the more important consid- 
erations—as they appear to me—during my connection with 
the negotiations to bring about peace in China and a stable 
democratic form of government. 

In the first place, the greatest obstacle to peace has been 


the complete, almost overwhelming suspicion with which the 
Chinese Communist Party and the Kuomintang regard each 
other. 

On the one hand, the leaders of the Government are 
strongly opposed to a Communistic form ef government. On 
the other, the Communists frankly state that they are Marxists 
and intend to work toward establishing a Communistic form 
of government in China, though first advancing through the 
medium of a democratic form of government of the American 
or British type. 

The leaders of the Government are convinced in their 
minds that the Communist-expressed desire to participate in 
a government of the type endorsed by the Political Consulta- 
tive Conference last January had for its purpose only a de- 
structive intention. The Communists felt, I believe, that the 
Government was insincere in its apparent acceptance of the 
PCC resolution for the formation of the new government and 
intended by coercion of military force and the action of secret 
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police to obliterate the Communist Party. Combined with 
this mutual deep distrust was the conspicuous error by both 
parties of ignoring the effect of the fears and suspicions of 
the other party in estimating the reason for proposals or 
opposition regarding the settlement of various matters under 
negotiation. They each sought only to take counsel of their own 
fears. They both, therefore, to that extent took a rather lopsid- 
ed view of each situation and were susceptible to every evil sug- 
gestion or possibility. This complication was exaggerated to 
an explosive degree by the confused reports of fighting on the 
distant and tremendous fronts of hostile military contact. Pa- 
trol clashes were deliberately magnified into large offensive 
actions. The distortion of the facts was utilized by both sides 
to heap condemnation on the other. It was only through the 
reports of American officers in the field, teams from Executive 
Headquarters, that I could get even a partial idea of what 
was actuflly happening and the incidents were too numerous 
and the distances too great for the American personnel to 
cover all of the ground. I must comment here on the superb 
courage of the officers of our Army and Marines in struggling 
against almost insurmountable and maddening obstacles to 
bring some measure of peace to China . 

I think the most important factors involved in the recent 
breakdown of negotiations are these: On the side of the 
National Government, which is in effect the *Kuomintang 
Party, there is a dominant group of reactionaries who have 
been opposed, in my opinion, to almost every effort I have 
made to influence the formation of a genuine coalition gov- 
ernment. This has usually been under the cover of political or 
party action, but since the party was the Government, this 
action, though subtle or indirect, has been devastating in 
its effect. They were quite frank in publicly stating their belief 
that co-operation by the Chinese Communist Party in the 
Government was inconceivable and that only a policy of 
force could ‘definitely settle the issue. This group includes 
military as well as political leaders. 

On the side of the Chinese Communist Party, there are, I 
believe, liberals as well as radicals, though this view is 
vigorously opposed by many who believe that the Chinese 
Communist Party discipline is too rigidly enforced to admit 
of such differences of viewpoint. Nevertheless, it has ap- 
peared to me that there is a definite liberal group among the 
Communists, especially of young men who have turned to 
the Communists in disgust at the corruption evident in the 
local governments—men who would put the interest of the 
Chinese people above ruthless measures to establish a Com- 
munist ideology in the immediate future. The dyed-in-the- 
wool Communists do not hesitate at the most drastic meas- 
ures to gain their end as, for instance, the destruction of 
communications in order to wreck the economy of China and 
produce a situation that would facilitate the overthrow or col- 
lapse of the Government, without any regard to the immediate 
suffering of the people involved. They completely distrust the 
leaders of the Kuomintang Party and appear convinced that 
every Government proposal is designed to crush the Chinese 
Communist Party. I must say that the quite evidently inspired 
mob actions of last February and March, some within a few 
blocks of where I was then engaged in completing negotia- 
tions, gave the Communists good excuse for such suspicions. 

However, a very harmful and immensely provocative phase 
of the Chinese Communist Party procedure has been in the 
character of its propaganda. I wish to state to the American 
people that, in the deliberate misrepresentation and abuse of 
the action, policies and purposes of our Government, this 
propaganda has been without regard for the truth, without 
any regard whatsoever for the facts, and’ has given plain evi- 
dence of a determined purpose to mislead the Chinese peo- 
ple and the world and to arouse a bitter hatred of Americans. 
It has been difficult to remain silent in the midst of such 
public abuse and wholesale disregard of facts, but a denial 
would merely lead to the necessity of daily denials; an intol- 
erable course of action for an American official. In the in- 
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terest of fairness, I must state that the Nationalist Govern- 
ment publicity agency has made numerous misrepresenta- 
tions, though not of the vicious nature of the Communist 
propaganda. Incidentally, the Communist statements regard- 
ing the Anping incident which resulted in the death of 
three marines and the wounding of 12 others were almost 
pure fabrication, deliberately representing a carefully ar- 
ranged ambuscade of a marine convoy with supplies for 
the maintenance of Executive Headquarters and some 
UNRRA supplies, as a defense against a marine assault. The 
investigation of this incident was a tortuous procedure of de- 
lays and maneuvers to disguise the true and privately ad- 
mitted facts of the case. 

Sincere efforts to achieve settlement have been frustrated 
time and again by extremist elements of both sides. The 
agreements reached by the Political Consultative Conference 
a year ago were a liberal and forward-looking charter which 
then offered China a basis for peace and reconstruction. 
However, irreconcilable groups within the Kuomintang Party, 
interested in the preservation of their own feudal control of 
China, evidently had no real intention of implementing them. 
Though I speak as a soldier, I must here also deplore the 
dominating influence of the military. Their dominance ac- 
centuates the weakness of civil government in China. At the 
same time, in pondering the situation in China, one must have 
clearly in mind not the workings of small Communist groups or 
committees to which we are accustomed in America, but rather 
of millions of people and an army of more than 1,000,000 men. 

I have never been in a position to be certain of the develop- 
ment of attitudes in the innermost Chinese Communist circles. 
Most certainly, the course which the Chinese Communist 
Party has pursued in recent months indicated an unwilling- 
ness to make a fair compromise. It has been impossible even 
to get them to sit down at a conference table with Govern- 
ment representatives to discuss given issues. Now the Com- 
munists have broken off negotiations by their last offer which 
demanded the dissolution of the National Assembly and a 
return to the military positions of January 13 which the Gov- 
ernment could not be expected to accept. 

Between this dominant reactionary group in the “Govern- 
ment and the irreconcilable Communists who, I must state, 
did not so appear last February, lies the problem of how peace 
and well being are to be brought to the long-suffering and 
presently inarticulate mass of the people of China. The reac- 
tionaries in the Government have evidently counted on sub- 
stantial American support regardless of their actions. The 
Communists by their unwillingness to compromise in the 
national interest are evidently counting on an economic col- 
lapse to bring about the fall of the Government, accelerated 
by extensive guerrilla action against the long lines of rail 
communications—regardless of the cost in suffering to the 
Chinese people. 

The salvation of the situation, as I see it, would be the as- 
sumption of leadership by the liberals in the Government and 
in the minority parties, a splendid group of men, but who as 
yet lack the political power to exercise a controlling influence. 
Successful action on their part under the leadership of Gen- 
eralissimo Chiang Kai-shek would, I believe, lead to unity 
through good government. 

In fact, the National Assembly has adopted a democratic 
Constitution which in all major respects is in accordance with 
the principles laid down by the all-party Political Consulta- 
tive Conference of last January. It is unfortunate that the 
Communists did not see fit to participate in the Assembly since 
the Constitution that has been adopted seems to include every 
major point that they wanted. 

Soon the Government in China will undergo major re- 
organization pending the coming into force of the Constitution 
following elections to be completed before Christmas Day 
1947. Now that the form for a democratic China has been 
laid down by the newly adopted Constitution, practical meas- 
ures will be the test. It remains to be seen to what extent the 
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Government will give substance to the form by a genuine 
welcome of all groups actively to share in the responsibility 
of Government. 

The first step will be the reorganization of the State Coun- 
cil and the Executive Branch of Government to carry on ad- 
ministration pending the enforcement of the Constitution. 
The manner in which this is done and the amount of rep- 
resentation accorded to liberals and to non-Kuomintang mem- 
bers will be significant. It is also to be hoped that during this 
interim period the door will remain open for Communists 
or other groups to participate if they see fit to assume their 
share of responsibility for the future of China. 

It has been stated officially and categorically that the period 


of political tutelage under the Kuomintang is at an end. If the 
termination of one-party rule is to be a reality, the Kuomin- 
tang should cease to receive financial support from the 
Government. 

I have spoken very frankly because in no other way can I 
hope to bring the people of the U.S. to even a partial un- 
derstanding of this complex problem. I have expressed all these 
views privately in the course of negotiations; they are well 
known, I think, to most of the individuals concerned. I express 
them now publicly, as it is my duty, to present my estimate of 
the situation and its possibilities to the American people who 
have a deep interest in the development of conditions in the 
Far East promising an enduring peace in the Pacific. 





Outline of Occupation Policy in South Korea 


(Lieut. Gen. John R. Hodge, commanding general, 
United States Army forces in Korea, issued the follow- 
ing statement at Seoul on Jan. 4, 1947.) 


In Cairo, in December 1943, and again at Potsdam, in 
July 1945, the President of the United States approved for 
his country a formal declaration of the Allied Powers that 
Korea should in due course become free and independent. 
Realizing the insecurity of Korea, a small defenseless nation 
in a troubled postwar world, the United States at the Moscow 
Conference in December 1945 bound itself in an agreement 
with other major powers as to the general procedure by 
which Korean freedom and independence would be achieved. 
This agreement, known as the Moscow Decision, provides for 
the development of a democratic, unified government for all 
Korea with the initial assistance by the United States, 
Union of Soviet Socialist Republics, England and China. 
Through this agreement, the Allied Powers assured the 
world that blood, lives and resources expended by them 
in making possible that liberation of Korea, would bear 
fruit and not be wasted, and that Korea would be in- 
dependent. 

The Undersecretary of State of the United States, speaking 
for his Government, has recently publicly reaffirmed the 
unchanging intention of the United States in the following 
words: 

“The (State) Department and the Government’s 
policy is the same as it always has been, and, as I have 
stated several times, our policy is to bring about the 
unification of a free and democratic Korea. We intend 
to stay there until we have been successful in doing it.” 
In order to fulfill its commitments to Korea and to the Allied 

Powers, the United States Government placed forces in Korea 
and has designated the commanding general of these forces 
to act as its agent with broad powers. Included in his direc- 
tives, in addition to his responsibility for commanding of 
united forces in Korea, is the requirement that he exercise 
executive power for governing the American occupied zone, 
until the provisional government of all Korea is established. 
As the executive head of the government within this area, the 
commanding general, United States armed forces in Korea, 
has designated a principal assistant as military governor to act 
as his deputy in handling the details of the civil government. 
Either through lack of knowledge of facts or through malicious 
intent to deceive the Korean people, certain elements are 
creating the impression that the United States now favors and 
is actively working toward a separate government in Southern 
Korea; and that the Korean Interim Legislative Assembly is a 
completely independent body designed as the forerunner of 
that government. 

Both of the above assumptions are incorrect and dangerous 
conclusions, entirely without justification, and contrary to the 
announced basic policies of the United States and the other 


great Allied Powers who liberated Korea from the Japanese. 
In furtherance of the United States policy and in order to pre- 
pare South Koreans for democratic self-government, the com- 
manding general, through his deputy for military government, 
has been progressively drawing Koreans into governmental ac- 
tivities in order that they may, to the maximum extent possible, 
gain experience and take over governmental responsibility 
pending establishment of their unified government. This does 
not mean that he intends to or that he can under his directives 
shirk his responsibility as executive, or completely transfer 
his executive power to any other agency until the provisional 
government of unified Korea is formed. At the same time, it is 
the repeatedly announced and continuing intention of the 
American commander to give to Koreans the maximum pos- 
sible freedom in operation of the agencies of government as- 
sisted as required by American advisers and to further all 
legitimate and proper aspirations of the people of Southern 
Korea for independence. 

The Legislative Assembly is a body established with 
extensive powers under order No. 118 designed to give 
Koreans greater influence and voice in the affairs of Southern 
Korea. It is a great step forward and offers a great oppor- 
tunity for the Korean people to develop their nation. It may 
draft legislation leading to important political, economic, 
and social reforms pending the establishment of the pro- 
visional government. However, it must remain clear to all 
that the Legislature is not a government within itself, nor 
is it the governing body of South Korea. It is exactly 
what its name implies; an Interim Legislative Assembly 
with legislative powers to make laws and enforcement by 
the executive branch of government, and to assist the 
executive branch in carrying out government of South 
Korea according to the will of the Korean people pending 
the establishment of Korean provisional government under 
the Moscow Decision. 

As previously stated, I and my assistants, in accordance 
with the policy of the United. States .Government, will 
continue to work for a united Korea, governed by a democratic 
provisional government created in accordance with recognized 
international agreements and with the expressed will of 
the Korean people which will lead to the independence of 
Korea as a nation united—North and South into one. The 
desire of the Korean people to achieve unity, independence 
and democracy can best be realized by full knowledge of 
and adherence to the foregoing policies. Efforts to under- 
mine or oppose these policies for selfish political or personal 
gains can only bring harmful results, and delay the progress 
of your nation. The Korean people must know and recognize 
facts as they_exist and should not follow the will-of-the-wisp 
of purely wishful thinking. Those who support and aid in 
the development of the Korean government within the 
framework of the policies will make the greatest possible 
contribution to the cause of early Korean independence. 
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Diplomats Optimistic 
About German Treaty 


Despite rumors to the contrary, 
General of the Army George C. Mar- 
shall is not expected to start an im- 
mediate house cleaning at the U.S. 
State Department. There may be 
some replacements at the top, but 
indications are that as few changes as 
possible will be made, at least until 
after the forthcoming Moscow Con- 
ference on the German peace treaty. 


oo 0 


The appointment of General Mar- 
shall as U.S. Secretary of State may 
change the outlook for standardiza- 
tion of arms between the U.S. and 
Latin-American countries. The State 
Department has been divided on the 
question, with some top officials op- 
posing the idea of Washington send- 
ing military equipment to Latin 
America. Marshall, as Army Chief of 
Staff, was a strong advocate of 
standardization, however, and ap- 
proved staff conversations with other 
American republics on the subject. 
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Many Allied diplomats are opti- 
mistic over the prospects for getting 
agreement on a German settlement 
during the coming Moscow Confer- 
ence. The impression is held that Rus- 
sia is willing to go along on unifica- 
tion of Germany, and there are other 
signs that serious obstacles of the 
past are dissolving. Reparations will 
be the biggest problem, once the For- 
eign Ministers get down to final dis- 
cussion of German peace terms. 
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The newly arrived Filipino mission 
in Tokyo can be expected to raise the 
question of using Japanese labor for 
reparations. The Filipinos say they 
do not have the technicians or 
trained workers to operate the Jap- 
anese plants they expect to get 
through reparations. 
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Philippines May Seek 
Japanese Technicians 


The Perén Administration in Argen- 
tina is becoming increasingly con- 
cerned about the attitude of the peo- 
ple in the U.S. toward the Buenos 
Aires Government. Daily editions of 
several U.S. newspapers are. being 
flown to President Juan D. Perdén on 
regular schedules so he can keep up 
with reactions in the principal Amer- 
ican cities. 
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The Soviet gold reserve, long a 
carefully guarded secret, now is esti- 
mated at from $3,000,000,000 to $4,- 
000,000,000. That, together with an 
annual gold production of about 
$250,000,000, will be counted on by 
the U. S. in her bargaining for a Lend- 
Lease settlement with Russia. 


oo 0 


Nearly $800,000,000 of the U.S. 
credits opened to France through the 
Export-Import Bank during the last 
year still are unused. Reason is that 
the many changes in France’s Gov- 
ernment made it impossible to lay 
down a definite purchase policy. Now 
with the Monnet plan for industrial 
expansion adopted, orders are ex- 
pected to be placed with U.S. com- 
panies in larger volume. 
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More than half the $500,000,000 
worth of U. S. surplus property turned 
over to China probably will be sold 
in other countries by the Chinese Gov- 
ernment as a means of getting money 
needed for world trade. Such equip- 
ment as heavy road-building ma- 
chinery is proving of little use to the 
Chinese. The Government is ex- 
pected to offer quantities of such 
gear for sale in Latin America. 





France Ready To Use 
U.S. Credits for Goods 


In their strong support of the U. S. 
position concerning the veto and con- 
trol of atomic energy, some leaders 
in Britain, Australia, France and Can- 
ada are influenced as much by their 
desire to have the United States keep 
the bomb for the present as by any 
conviction as to the real value of 
eliminating the veto. 
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Since the start of this year, Great 
Britain has drawn down $200.- 
000,000 of its $3,700,000,000 loan from 
the United States. The British have 
used up $800,000,000 of the loan 
and withdrawals planned for this 
year will push the total to about 
$1,500,000,000. 
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The Russians have had so much 
trouble putting together some of the 
machinery they took out of Germany 
that one complete factory has been 
shipped back and reassembled on its 
original site. Soviet officials found 
they did not have the skilled tech- 
nicians necessary to operate the plant, 
so Germans are running it now. 


China and Russia are negotiating 
to set up an air-traffic system be- 
tween the two countries. They plan 
air lines from Russia to North China 
provinces. Air activity is intense in the 
Soviet Far East. Russia’s end of some 
of these routes already is in operation. 
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Faulty methods of distribution are 
adding to Italy’s food problems. Be- 


_cause of the lack of co-ordination in 


handling what supplies are available, 
restaurants manage to get food while 
individual families go without, yet 
the average family is finding it impos- 
sible to pay the prices asked for 
meals in restaurants. ‘ 
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because they know that their future, their chil- 
dren’s future and the future of their 
country are bound up with whatever may 
happen in any and every part of the world. 


because they know that their action and their in- 
fluence depend on having a first hand 
knowledge of the important affairs of all 
the world. 


because they know that only in WORLD REPORT 

~~ do they get each week an organized report 
of the world’s economic trends, together 
with an explanation of how these trends 
will affect our own economy. 
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Painting by Howard Baer—‘“‘Tea Pluckers near the Himalayas’ 


India Pours the Tea 


ODERN India supplies important foodstuffs and indus- 
trial raw materials. She grows and exports more tea than 
any other country. She is the world’s largest supplier of jute 
and burlap. shellac, and mica. As a producer of cotton, oil 
seeds, manganese, and rice, India ranks second in the world. 
Although some ninety per cent of the 400 million people live 
on the land, India has become an important industrial nation. 
Before the war, half of her industrial workers weie employed 
in textile industries, but many new industries have grown 
rapidly since then, including chemicals, engineering, paper, 
and heavy industries. 
In 1945 we imported $173 million worth of Indian products, 
more than from any other country outside of Latin America. 


Through India’s great trade centers—Bombay and Calcutta—flows 
the unceasing stream of commerce daily, aided by two major branches of 
The National City Bank. All 45 units in this unequaled worldwide 
banking system provide essential financial services to business men. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York e 66 Branches in Greater New York 


W rite on your business stationery for the Bank’s 
Monthly Bulletin on Economic Conditions. 


Gtrst te Vert Wile Lunking 


Member Federal Deposit Insurance Corporation 


Chester R. Leaber, Manager 
at Bombay. Is another ex- 
ample of why and how 
National City expert-staffed 
foreign service benefits the 
Bank’s customers Mr. 
Leaber’s entire 26-year 
business life has been de- 
voted to the bank in nine 
different foreign branches, 
twelve of the years in India. 


Every 3 seconds a 


- - 


ACTIVE OVERSEAS BRANCHES 


ARGENTINA 
Buenos Aires 
Flores 
Piaza Once 
Rosario 


GRAZIL 
Rio de Janeiro 
Pernambuco 
Santos 
S30 Paulo 
CANAL ZONE 
Balboa 
Cristobal 
CHINA 
Shanghai 
Tientsin 
HONG KONG 
COLOMBIA 
Bogota 
Barranquilla 
Medellin 


CHILE 
Santiago 
Valparaiso 


CUBA 
Havana 
Cuatro Caminos 
Galiano 
La Lona 
Carbarien 
Cardenas 
Manzanillo 
Matanzas 
Santiago 
ENGLAND 
London 
117, Old Broad St. 
11, Waterloo Place 
INDIA 
Bombay 
Calcutta 
JAPAN 
Tokyo (Limited) 


MEXICO 
Mexico City 


PERU 
Lima 


PHILIPPINE #5. 
Manila 
PUERTO a1CO 
San juan 
Arecibo 
Bayamon 
Caguas 
Mayaguez 
Ponce 


REP. OF PANAMA 
Panama 
SINGAPORE 


URUGUAY 
Montevideo 


VENEZUELA 
Caracas 


customer is served overseas 














